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A B S T R A C T
Anecdotal evidence of appeals to national pride can be found in many
areas of everyday life. It is common to observe exhortations to spend
money for the good of the country, campaigns to keep respective
countries clean, and truly impressive displays of patriotism and ex-
penditure when celebrating national days of significance. There is
little doubt that national pride is an important element of social and
cultural life. Thus, it is relevant to investigate whether national pride
exerts a measurable effect on any aspect of attitudes or behaviour.
This thesis discusses the results of three separate empirical studies
on the effect of national pride, with particular emphasis on the po-
tential of national pride to influence compliance behaviour in a range
of situations. The first study employs a large dataset comprised of
the World Values Survey and European Values Study to analyse the
relationship between national pride and a range of compliance de-
cisions, from tax compliance to the justifiability of corruption, and
the willingness to go to war. The results indicate a positive, signifi-
cant, and stable relationship between national pride and compliance
behaviour. In addition, the nature of the relationship with environ-
mental actions and membership in various voluntary clubs is inves-
tigated, with mixed outcomes. Furthermore, the potential for a dark
side of national pride is demonstrated through results which suggest
that higher levels of national pride are related to the desire to exclude
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“outgroups” such as foreigners and immigrants from the neighbour-
hood.
The second study reports a laboratory experiment conducted in
Australia in order to focus on the relationship between national pride
and tax compliance. The experiment employs a novel approach, com-
bining a standard tax compliance experiment with a psychological
framing device, while recording physiological measurements of par-
ticipant responses to the framing trigger. The results indicate that
Australians who are affected (physiologically) by the framing device
are more compliant in their tax paying behaviour than non-Australians.
To complement the results of the previous two studies, a third
method is utilised to investigate post reunification emigration deci-
sions in Germany. This situation approximates a natural experiment
in which the borders of a nation dramatically shift, providing the
opportunity to study behavioural responses to an external environ-
mental stimulus. Evidence of loyalty to East Germany is represented
by the decision not to emigrate to West Germany, arguably because
identity is ‘sticky’ and can take longer to dissipate than an entire po-
litical regime.
From the outcomes of the empirical studies, I suggest four main re-
sults: 1) there is a significant priming effect of national pride, 2) there
is a significant relationship between national pride and compliance,
3) there is a significant ingroup effect with respect to national pride
and outsiders, which includes the potential for a dark side, and 4)
there is evidence of a loyalty effect to the ingroup when faced with a
dramatic external change to identity.
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Part I
F O U N D AT I O N S

1
I N T R O D U C T I O N
The dynamics which governs the creation, destruction, and distribution of
various forms of pride and shame in society are very little understood, yet
nothing perhaps is more crucial to the understanding of the overall dynamics
of a particular society than the marked differences which exist among soci-
eties in this regard.
Kenneth E. Boulding (1992, p. 93)
While there are many forms of pride in society, there is one im-
portant and specific form of pride that is commonly observed as a
powerful force and motivation for action: national pride. Yet, in line
with Boulding’s observations on pride in general, the dynamics of na-
tional pride are “very little understood”. In this thesis, I propose that
national pride is indeed “crucial to the understanding of the overall
dynamics” of a society, and is especially important to decision mak-
ing in the realm of compliance and cooperation.
National pride is defined by Tom W. Smith & Lars Jarkko (1998,
p. 1) as “the positive affect that the public feels towards their country
as a result of their national identity. It is both the pride or sense of
esteem that a person has for one’s nation and the pride or self-esteem
that a person derives from one’s national identity”. Along the same
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lines, Anke Mu¨ller-Peters (1998, p. 706) refers to national pride as
“emotions towards the national collective”. In both cases, the authors
are describing an individual and personal experience with respect to
the collective entity of the nation. Complicating this definition is the
social construction of the national identity through a shared process
of imagining and inventing (Mi-Kyung Kim & John D. Robertson
2002, p. 6) as individuals are actively engaged in constructing the
identity of the nation even as they derive pride from that identity.
This complexity makes it especially difficult to find a single theory
that can account for such feedback loops1 in the social context, while
also explaining goal oriented behaviour. The research in this thesis
does not resolve such feedback loops and complexity, but does seek
to establish an understanding of the consequences of national pride,
proposing that it influences a range of decision making behaviours,
particularly with respect to compliance and cooperation.
The claim that individuals engage in cooperative actions in the
name of their country is straightforward, and several examples are
easily noted, such as appeals to purchase goods manufactured in the
home country; prescribing or proscribing certain activities that are
or are not patriotic (e.g. right to bear arms in the USA, eating lamb
in Australia, setting off fireworks in the USA on Fourth July); and
of course, being prepared to ‘serve’ one’s country in military con-
flict. Once attuned to noticing the subtle and the (sometimes) not-
so-subtle evidence for promotion of patriotic ideals, it seems that na-
tional pride is an important force in society and culture. It is apparent
in commercial advertising, in community advertising and in govern-
ment propaganda. Politicians regularly inform the population about
which behaviours are in their national interest, or for example, which
1 See descriptions of the operations of feedback loops with respect to cybernetics in
Kenneth E. Boulding (1978).
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actions are ‘un-Australian’, or ‘un-American’. On occasion, women
are even encouraged to have children for the country: in 2004, Peter
Costello, then Treasurer of Australia, (in)famously advocated the con-
cept of “one for mum, one for dad, and one for the country” in order
to increase the population growth in Australia2. However, the idea
of national pride is not restricted to modern federated nations; the
painters of the Romantic period in Europe during the 1800s crafted
their art to reflect the surging national pride in society at the time.
What is not so straightforward is the reason why people would be
willing to work for, have children for, change purchasing behaviour
for, riot for, and even die for the good of their country. Why are peo-
ple so willing to engage in personally costly behaviours to benefit this
abstract notion of the nation state (particularly given that it is such a
recent innovation in the social, political, cultural, and historical land-
scape)? Why will people take actions to benefit their countrymen
and countrywomen, most of whom they will never meet or even be
aware of? These are difficult questions to answer empirically and
theoretically, but as will be discussed in this and the following chap-
ter, the answer may be that they are acting according to a perception
of the ‘right’ or ‘appropriate’ course of action under the particular
circumstances, employing rules of thumb or heuristics that can be de-
scribed as ‘context-dependent decision making’. As noted by John A.
King, R. James R. Blair, Derek G.V. Mitchell, Raymond J. Dolan &
Neil Burgess (2006, p. 1069) “[a] critical feature of human behavior
is an ability to act in the manner appropriate to the current social or
societal context”. Peter M. Todd & Gerd Gigerenzer (2007, p. 167)
describe this capacity as the activation of an “adaptive toolbox” of
heuristics that select the right behavioural response according to the
context.
2 Discussed in Leonora Risse (2010)
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The empirical work in this thesis focuses particular attention on
questions related to the impact of national pride in decision making
processes with respect to compliance and cooperation. Through this
research, I answer the following questions:
• Does national pride have an impact on the willingness to com-
ply with rules, norms, and laws?,
• Does national pride affect willingness to contribute to public
goods, to protect the environment, or to pay taxes?,
• Is there evidence for prejudice or chauvinism generated by na-
tional pride that leads to exclusionary attitudes towards those
in an ‘outgroup’?,
• Is there evidence of a loyalty effect from persistent or ‘sticky’
identity when the borders of the ‘nation’ suddenly shift?
These are important topics in social science generally, and eco-
nomics specifically, as appeals to national pride and patriotism can
encourage cooperation for the ‘good’ of the group, yielding substan-
tial benefits for group members through the provision of public goods
and solutions to situations that are traditionally understood as social
dilemmas. On the other hand, an overabundance of national pride
has been implicated in some of the worst atrocities in history.
The notion that national pride might have some effect on indi-
vidual decisions suggests a kind of influence that perhaps should
have become increasingly irrelevant given the changing nature of na-
tional sovereignty and the tendency towards globalisation of trade,
language and culture, which could have broken down traditional
spheres of influence. Indeed, Patrick Bolton, Ge´rard Roland & En-
rico Spolaore (1996, p. 698) ask: “why are there nations? Why is
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the whole world not integrated into a single nation, which optimally
decentralizes decisions to smaller jurisdictions?” Nation states and
their constitutions are interestingly resistant to change, for while the
international agencies (such as World Trade Organisation) can pro-
mote a commitment to free trade and a level playing field (Bolton,
Roland & Spolaore 1996), federal politicians still actively seek to pro-
tect the national interest (for example, through “economic patriotism”
in France)3.
Furthermore, the political process is not yet globalised – govern-
ment officials, public servants and politicians must still be citizens of
the country they wish to represent, yet sporting teams may appoint
coaches of other nationalities in order to secure the most talented
person for the role (see Reiner Eichenberger & Bruno S. Frey (2002)
for a discussion of the potential benefits of deregulating the political
arena). As globalisation generates a comparative advantage for many
countries, a sense of national pride may be derived from their ability
to trade in the global marketplace. Benno Torgler (2008) finds that a
greater level of trust in a national government can actually produce
a positive externality, extending trust to international organisations.
On the other hand, the losers from the globalisation process could be
understandably resentful, and this itself can fuel further feelings of
national separateness.
The last part of Boulding’s statement quoted at the beginning of
this chapter should also not be neglected, that is: the various dynam-
ics in a particular society are important to understanding the differ-
ence between societies. While international level data is employed in
this thesis, and cross-country comparisons of national pride and other
variables are generated, I do not assume that the expression or norms
3 Discussed in Ben Clift & Cornelia Woll (2012, p. 308)
33
introduction
of national pride are the same across countries. What it means to be
Australian is very different from what it means to be (for example)
Chilean: that is, the ‘dimensions’ of pride will differ greatly.
The dimensions of pride refer to those particular aspects of a coun-
try that inspire pride in its citizens and will be discussed in more de-
tail in section 1.2.4. For example, citizens of the United States might
feel a sense of pride on seeing their flag flying, whereas citizens of
Spain will have mixed feelings depending on whether they are (for ex-
ample) pro-independence from Catalonia, or anti-independence from
other states of the country. Furthermore, for some Spaniards, seeing
the Spanish national flag still evokes memories of the Franco dicta-
torship that ended a mere 40 years ago. That is not to say that the
Spanish are not proud of their country, or are not proud to be Span-
ish. It is not uncommon to hear Viva Espan˜a! at social gatherings or
music events.
Thus, while there are significant differences in the experience of
national pride, and differences in the symbols or ideals that evoke
national pride, there are some important constants. It is possible to
ask citizens of Ecuador, Qatar, Iceland, and Canada whether they are
proud of being a citizen of their country, and they are able to reply in
the affirmative or the negative. The fact that it is not necessary to first
explain ‘what national pride is’ in these different countries indicates
that there is a universal understanding of what it means to have pride
in one’s nationality. Across 111 countries analysed in Chapter 3, fully
55.5% of the survey respondents rated themselves as ‘very proud’ to
be their nationality.
A comparison of the levels of national pride (shown in Table 1) in
different countries indicates that most countries on average report a
high level of national pride. However, the countries with the highest
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average levels of pride are not necessarily those one would expect –
several Western countries that are more ‘famous’ for their flag-waving
and patriotism are quite far down in the ranking. Furthermore, it is
interesting to note that Japan and Germany are toward the bottom
of the ranking, as are countries with contested sovereignty, such as
Taiwan and Hong Kong.
The inspiration for studying this topic came not only from obser-
vation of anecdotal evidence noted above, but also grew out of an
existing line of research pursued between 2007 and 2012. While I
was coauthoring this body of work, including several papers on envi-
ronmental participation (Marı´a A. Garcı´a-Valin˜as, Alison Macintyre
& Benno Torgler 2012, Benno Torgler, Marı´a A. Garcı´a Valin˜as & Ali-
son Macintyre 2012, Benno Torgler, Marı´a A. Garcı´a Valin˜as & Alison
Macintyre 2008a), tax compliance (Benno Torgler, Ihsan C. Demir, Ali-
son Macintyre & Markus Schaffner 2008), and a book on environmen-
tal participation (Benno Torgler, Marı´a A. Garcı´a Valin˜as & Alison
Macintyre 2010); as well as two book chapters, one on corruption and
voice and institutional quality (Benno Torgler, Friedrich G. Schneider
& Alison Macintyre 2011) and the other on tax compliance (Benno
Torgler, Markus Schaffner & Alison Macintyre 2010), it became ap-
parent that all these decisions were taking place in a complex social
environment that inspired or catalysed complex social reactions.
It also became evident that national pride was an underdeveloped
area of the literature in economics generally – yet it is something very
crucial to the operation of norms and rules, and moreover, it has the
power to influence decision making. The proposition that national
pride is consistently related to higher levels of cooperation and com-
pliance seemed possible, particularly as previous research (by Torgler
in particular) had controlled for national pride while analysing more
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Table 1.: Rank of countries by national pride
Rank Country Mean Standard Deviation
1 Qatar 3.99 0.12
2 Ghana 3.93 0.31
3 Venezuela 3.92 0.33
4 Ecuador 3.89 0.39
5 Mali 3.88 0.37
6 Puerto Rico 3.88 0.37
7 Uzbekistan 3.88 0.35
8 Trinidad 3.87 0.40
9 Kosovo 3.87 0.40
10 Thailand 3.84 0.41
11 Guatemala 3.83 0.51
12 Colombia 3.82 0.47
13 Burkina 3.81 0.47
14 El Salvador 3.80 0.53
15 Yemen 3.79 0.50
16 Rwanda 3.79 0.43
17 Vietnam 3.78 0.44
18 Pakistan 3.78 0.51
19 Kuwait 3.77 0.51
20 Philippines 3.77 0.54
21 Tanzania 3.74 0.63
22 Libya 3.74 0.59
23 Jordan 3.74 0.47
24 Egypt 3.73 0.49
25 Bangladesh 3.72 0.52
26 Ireland 3.70 0.54
27 Malta 3.70 0.57
28 Zimbabwe 3.69 0.63
29 Iran 3.68 0.65
30 Iraq 3.68 0.61
31 Saudi Arabia 3.68 0.61
32 USA 3.68 0.58
33 Dominican Republic 3.67 0.66
34 Australia 3.67 0.56
35 Peru 3.66 0.62
36 India 3.65 0.64
37 Ethiopia 3.65 0.59
38 Mexico 3.65 0.65
39 Morocco 3.64 0.65
40 Georgia 3.64 0.58
41 New Zealand 3.63 0.58
42 Palestinian Territory, occupied 3.62 0.56
43 Malaysia 3.62 0.58
44 Algeria 3.62 0.61
45 Turkey 3.61 0.71
46 South Africa 3.60 0.68
47 Uruguay 3.60 0.63
48 Canada 3.60 0.62
49 Poland 3.60 0.58
50 Kazakhstan 3.56 0.62
51 Uganda 3.55 0.69
52 Iceland 3.54 0.63
53 Portugal 3.54 0.65
54 Nigeria 3.53 0.76
55 Greece 3.52 0.69
56 Tunisia 3.50 0.66
57 Cyprus 3.49 0.68
58 Zambia 3.49 0.77
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continued...
Rank Country Mean Standard Deviation
59 Azerbaijan 3.48 0.80
60 Slovenia 3.47 0.70
61 Chile 3.47 0.71
62 Bosnia 3.45 0.75
63 Argentina 3.45 0.76
64 Albania 3.44 0.70
65 Armenia 3.42 0.79
66 Macedonia 3.41 0.85
67 Austria 3.40 0.72
68 Great Britain 3.40 0.73
69 Singapore 3.39 0.67
70 Spain 3.39 0.76
71 Indonesia 3.39 0.65
72 Kyrgyzstan 3.38 0.72
73 Finland 3.38 0.70
74 Northern Cyprus 3.38 0.75
75 Luxembourg 3.36 0.75
76 Hungary 3.36 0.73
77 Israel 3.35 0.84
78 Norway 3.34 0.76
79 Serbia and Montenegro 3.33 0.75
80 Brazil 3.32 0.87
81 Northern Ireland 3.29 0.74
82 Denmark 3.27 0.74
83 Croatia 3.26 0.74
84 Romania 3.26 0.76
85 Andorra 3.26 0.71
86 Italy 3.25 0.76
87 Sweden 3.22 0.75
88 France 3.18 0.76
89 Serbia 3.16 0.86
90 Switzerland 3.16 0.80
91 Lebanon 3.15 0.81
92 Slovak Republic 3.15 0.77
93 Bulgaria 3.13 0.87
94 South Korea 3.11 0.71
95 China 3.11 0.72
96 Latvia 3.09 0.84
97 Belarus 3.08 0.82
98 Czech Republic 3.06 0.75
99 Russian Federation 3.05 0.88
100 Belgium 3.04 0.80
101 Montenegro 2.98 0.96
102 Netherlands 2.98 0.76
103 Estonia 2.97 0.81
104 Moldova 2.95 0.80
105 Lithuania 2.90 0.87
106 Japan 2.89 0.83
107 Ukraine 2.88 0.94
108 Bosnia-Herzegovina 2.87 0.99
109 Germany 2.84 0.86
110 Taiwan 2.73 0.81
111 Hong Kong 2.62 0.68
Note: ranking on a scale of 1 - 4, with 1 = Not at all proud, 2 = Not very proud, 3 =
Quite Proud, 4 = Very proud. Results obtained from the merged dataset of all waves
of the European Values Study and the World Values Survey between 1981 and 2014.
See Chapter 3 for more information about the datasets.
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generally the determinants of tax morale, finding that national pride
was usually statistically significant in most regressions4.
These observations combined with Boulding’s hint quoted at the
beginning of this chapter set the course for an examination of national
pride, with particular emphasis on decisions related to cooperation
and compliance.
1.1 contributions of the thesis
The work collected in this thesis combined with the coauthored works
published during the candidature together contribute new insights
into the dynamics of social norms, voluntary participation, compli-
ance, cooperation, and the influence of national pride. From the
results of the empirical studies in this thesis, I suggest four main
results: 1) there is a significant priming effect of national pride; 2)
there is a significant relationship between national pride and compli-
ance; 3) there is a significant ingroup effect with respect to national
pride and several types of outsiders, which includes the potential for
a dark side; and 4) there is evidence of a loyalty effect when faced
with significant and dramatic change to identity. In addition, the the-
sis brings an alternative view to compliance behaviour through the
interpretation of decision making or attitudes using the paradigm of
bounded rationality and heuristics.
The first empirical study (in Chapter 3) analyses a combined dataset
of all available waves from two major international surveys on at-
titudes: the World Values Survey (WVS) and the European Values
4 See Benno Torgler & Friedrich G. Schneider (2007b), and James Alm, Jorge Martinez-
Vazquez & Benno Torgler (2006), and Benno Torgler (2005), and Benno Torgler
(2004b), and for an overview see Benno Torgler (2007a)
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Study (EVS). The aim of this cross-country study is to determine the
areas in which national pride is related to compliance and coopera-
tive behaviour.
It appears that this is the first time national pride has been brought
explicitly under investigation in the WVS/EVS data to determine its
effect on compliance behaviours, particularly across such a broad
range of variables. Chapter 3 analyses the relationship between na-
tional pride and such factors as willingness to justify drink driving,
corruption, cheating on taxes, littering, and the willingness to go to
war.
Building on previous work in the area of environmental partic-
ipation mentioned above, the study also analyses the relationship
between national pride and various types of environmental actions,
such as buying household items that are better for the environment,
and contributing to environmental organisations. The analysis is then
extended to explore the relationship between national pride and the
proactive steps to provide public goods through belonging to vari-
ous voluntary organisations. Membership of charitable organisations,
church groups, and sporting clubs are analysed with respect to na-
tional pride, as the positive externalities that are generated by their
operation may have public good qualities for society.
However, while national pride might hold the potential for cooper-
ation through encouraging the perception and strength of an ingroup,
it also holds the potential to encourage downward comparisons and
outgroup derogation. Thus an analysis is conducted with respect to
the relationship between national pride and the extent of rejection of
different groups of ‘others’, measured as the types of people that re-
spondents would not like to have as neighbours. Overall, the results
of this chapter indicate a consistent, positive, and significant relation-
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ship between national pride and rule and norm compliance, and a
significant relationship between national pride and membership of
charitable organisations, suggesting a willingness to engage in proac-
tive steps to provide public goods. However, there is also evidence
of a significant relationship between national pride and exclusion of
foreigners and immigrants, and others that could be considered the
‘outgroup’.
A core component of the empirical work in the thesis is carried
out through the laboratory experiment (discussed in Chapter 4). This
complements the work conducted in Chapter 3 by establishing a con-
trolled environment in which the variables of interest can be manip-
ulated in order to determine the treatment effect. The experiment
takes the analysis from the broader, more general, and exploratory
perspective of Chapter 3 into a specific detailed analysis of one of the
compliance situations discussed above – namely that of tax compli-
ance.
The advantage of this topic is that there are well-established pro-
tocols in the tax compliance literature for the conduct of the exper-
iment. By combining a standard tax compliance framework with a
psychological framing device and recording of Heart Rate Variabil-
ity (HRV) measurements via small, portable devices, I was able to
provide evidence that, in the Australian context, psychological fram-
ing of national pride increases tax compliance in the target citizens of
that country (specifically, Australia). Moreover, physiological changes
are observed in response to the psychological framing, indicating an
activation of the parasympathetic nervous system and sympathetic
nervous systems, which in both cases provides support for the type
of framing device used.
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From the results of that study it is possible to suggest that Aus-
tralian citizens who are relaxed by the first trigger are more com-
pliant with their tax paying activity than non-Australians, whereas
Australians who are excited by the second trigger are also more com-
pliant with paying their taxes, but it is likely for a different reason. It
appears that this is the first experiment of its type in economics, as
it combines a tax compliance experiment with psychological triggers
and HRV measurements. In addition, it contributes to possible meth-
ods of opening the motive–behaviour black box (discussed in Chapter
2) by providing objective measurements of physiological changes in
a controlled environment.
The short exploratory study presented in Chapter 5 provides a sign-
post for further research on the dynamics of national pride and na-
tional identity. Using pooled cross-sections from the German Socio-
Economic Panel (GSOEP) data from the first five years after the reuni-
fication of Germany, it is possible to identify potential loyalty–related
factors for choosing not to emigrate to West Germany, in spite of the
better opportunities and conditions available. The strength of the ef-
fect is different across socioeconomic characteristics and the outcomes
do not support a strict utility maximising decision process. Overall,
the results provide evidence of a loyalty effect with respect to East
German identity, indicating that there is a national identity argument
requiring further investigation.
The remainder of this chapter is dedicated to providing a frame-
work for understanding national pride, defining the use of the con-
cept as well as the related ideas of personal and national identity,
ingroups and outgroups, patriotism, and nationalism. The potential
for national pride to be a positive factor in resolving problems aris-
ing from social dilemmas and public goods is also addressed. Fur-
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thermore, other facilitating factors such as social capital and institu-
tional theories also need to be considered, as these represent further
attempts to explain the motivation for behaviour.
1.2 national pride and national identity
While the comments of Henk Dekker, Darina Malova & Sander Hoogen-
doorn (2003, p. 345) refer to nationalism, they are nonetheless repre-
sentative of the situation regarding the literature in this area: “The ex-
isting nationalism literature is a conceptual labyrinth characterized by
questionable instruments, a lack of valid empirical data, and poor ex-
planatory power”, and the notion of nationalism “just exists or grows
within the literature without adequate empirical data to support it”.
There is indeed considerable confusion in the literature regarding the
definitions of national pride and national identity, and the ways in
which these terms are used are quite disparate.
At times, nationalism, patriotism, and national pride are even used
interchangeably. Some of these different meanings are explored here,
in an attempt to define national pride for the purposes of this the-
sis; because in order to study national pride it is necessary to work
out how to hold on to these slippery and indistinct notions. These
concepts need to be ‘operationalised’ before conducting quantitative
analysis on survey data and designing experiments that are capable
of testing the variables of interest. Perhaps the difficulty of this task
explains why there is limited empirical evidence in the literature, but
this is one area where economists can contribute to the literature and
to the topic in general, as the economic perspective tends to demand
a quantitative approach to analysis.
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Leaving the security of [the ingroup of] economics and venturing
out into the world of [the outgroup of] psychology and social psy-
chology was suggested as a possibility by economists in the very dis-
tant past: almost 80 years ago, H. A. Innis (1935, p. 137) declared
that Frank Knight’s suggestion that people are motivated by a desire
for activity, achievement, power and prestige makes economic theory
too complex, and that it was “necessary to concentrate on artificial
assumptions built around the economic man”. As will be discussed
in Chapter 2, more recent work by other economists has also sug-
gested the importance of this movement into the complex: for exam-
ple, Benno Torgler (2003) suggests a reorientation of economics, and
of the economic model of man.
However, while it seems that economics has recently extended into
many new and non-traditional fields, it has not yet explicitly brought
the influence of national pride or national identity on economic de-
cisions into an empirical analysis. A quick search of the Econlit
database for the term ‘national pride’ returned only 64 relevant hits,
with only four articles having national pride in the title. The first is
a paper analysing increases in national pride with respect to success
in football (Georgios Kavetsos 2012); the second is Mu¨ller-Peters’s
(1998) study on attitudes towards the Euro; the third is a book chap-
ter in F. Ho¨llinger & M. Hadler (2012); and the fourth a book chapter
titled “Multicultural National Identity and Pride” (Arlene Grossberg,
Jare´ Struwig & Udesh Pillay 2006). A search for ‘national identity’
returned 1238 hits, primarily from political science, international re-
lations, and political economy literature.
Neither result indicates that economics is completely ignorant to
the influence of national pride, but does indicate at least that national
pride has not been the explicit focus of economic research published
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in Econlit up until now. Thus, there is significant scope for bringing
a discussion of national pride into economics, and this thesis offers
some insights, particularly in the areas of compliance and loyalty.
The following sections will review the literature on national iden-
tity, national pride, nationalism, patriotism, loyalty, and social capital
to develop working definitions of these concepts.
1.2.1 National pride
Anthony D. Smith (1991, p. 14) defines a nation as follows: “a named
human population sharing an historic territory, common myths and his-
torical memories, a mass, public culture, a common economy and common
legal rights and duties for all members”. While the population and ter-
ritory exist physically, all other parts of this definition only exist as
a product of society; from the economy, to culture, and to the legal
rights. These products of society will differ depending on the his-
tory of the population and even according to the geography of the
territory, meaning that each country will have different expressions
of national pride and national identity, a dynamic that is explored
in a later section. It is important to recognise the ‘contingency’ of
the modern centralised nation state – even though the existence of
these entities are taken for granted, they are not inevitable, primor-
dial, but are products of a mixture of culture, technology, and edu-
cation (Smith 1991, Ernest Gellner 2008). While “[h]aving a nation is
not an inherent attribute of humanity... it has now come to appear to
as such” (Gellner 2008, p. 6). In discussing the criteria for nationhood,
Eric J. Hobsbawm (2009) includes the criteria of language, ethnicity,
common territory, common history, cultural traits, or some combina-
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tion of these, referring to Stalin’s definition: “A nation is a historically
evolved, stable community of language, territory, economic life, and
psychological make-up manifested in a community of culture”5.
As discussed in the introduction to this chapter, national pride
is more an individual psychological feeling or affection directed to-
wards the socially constructed national identity (although it should
be noted that the idea of feeling national pride is also a social con-
struction). National pride can be described as the positive feeling
that a person experiences as a result of associating themselves with
the national identity. This allows an exploration of national pride
at the individual level using the micro datasets such as the World
Values Survey, and by conducting field experiments and laboratory
experiments.
The individual perceives this social construction of national pride
and can associate with that identity as part of their self concept. By
associating with that identity, the individual experiences a sense of
pride (or shame). The individual is aware of others who share the
national identity as part of the ingroup or as belonging to the same
social category, and can feel loyalty to that group and a duty to con-
tribute to the welfare of that group. Neither national pride nor na-
tional identity are able to be observed directly, but the fact that peo-
ple are able to answer a question about how proud they are of their
nationality can be regarded as an indication that these concepts do
refer to extant identities (personal and national). Without a socially
constituted and meaningful national identity, a person would not be
able to identify themselves with or against it.
After World War II, both nationalism and patriotism carried neg-
ative connotations as they were seen as reasons for the war, and in-
5 Joseph Stalin 1912, quoted in Hobsbawm (2009, p. 5)
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ternationalism was preferred (Seymour Feshbach & Noboru Sakano
1997, p. 92). In recent years, it has become more acceptable to pursue
a nationalist agenda, with the break up of the Soviet Union, and of
the old Yugoslavia. More recently, the Scottish referendum on inde-
pendence narrowly, yet peacefully and democratically voted against
breaking up the 300 year old union of the United Kingdom. The
people of Catalonia also recently held non-binding elections on seces-
sion from Spain. The relationship between individuals and nations
is very complex and changes all the time, which adds to the diffi-
culty in defining the problem and conducting research (Feshbach &
Sakano 1997). There is, however, general agreement in the literature
that patriotism and nationalism are two different aspects of national
pride, and the next section will investigate this distinction.
1.2.1.1 Two dimensions of national pride
National pride is commonly argued to have two dimensions: patrio-
tism (which is neutral) and nationalism (which includes more neg-
ative elements) (Rick Kosterman & Seymour Feshbach 1989, Fesh-
bach & Sakano 1997, Amelie Mummendey, Andreas Klink & Rupert
Brown 2001, Anna Maria Mayda & Dani Rodrik 2005). It is useful
to divide national pride into these conceptual structures as it allows
comparison of the positive, cooperative, and cohesive side of national
pride with the exclusive, derogating, hostile side. In general, the
difference between patriotism and nationalism is the extent of superi-
ority felt regarding the home country (Mayda & Rodrik 2005).
While patriotism is a simple categorisation that results in a neutral,
benign love of country and a sense of belonging to the ingroup, this
sense of ingroup ‘love’ does not necessarily mean outgroup ‘hate’.
On the other hand, nationalism is a competitive, downwardly com-
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parative version of national pride, that leads to outgroup hate and
exclusion. This can be negative for the country as a whole and
for many individuals in particular (most obviously, the outgroup).
Rui J.P. De Figueiredo & Zachary Elkins (2003, p. 180) examine sev-
eral definitions of nationalism and patriotism, and discover one main
point of difference: “Whereas patriotism is self-referential, feelings
of nationalism are inherently comparative and, almost exclusively,
downwardly comparative”.
Dekker, Malova & Hoogendoorn (2003) attempt to measure na-
tional pride on more than two dimensions, yet still divide their mea-
sures along a positive (patriotism) and negative (nationalism) scale,
treating national pride as one concept on a spectrum of attitudes
that one may hold towards the nation. The difference between the
two lies in the treatment of outsiders. If nationalism is prejudicial
and downwardly comparative, then this can trigger negative conse-
quences for relationships between the ingroup (own nation) and the
outgroup (foreigners). Mu¨ller-Peters (1998) investigates the role of na-
tional identity, nationalism, national pride and European patriotism
in the acceptance or rejection of the European currency, finding that
for nationalists, the euro represents a threat to national identity.
The term ‘patriotism’ is often used interchangeably with ‘national
pride’, even though this must not strictly be the case: if patriotism
and nationalism are dimensions of national pride then they should
not be regarded as synonymous. Colloquial uses of the word patrio-
tism can refer to chauvinism, national pride, or even nationalism in
some contexts. Smith (1991) uses only the words ‘nationalism’ and
‘nationalist’ in his discussion of national identity, national pride, pa-
triotic duty, patriotism, and patriots; but for accuracy, the different
‘types’ of nationalism do require different titles. One early definition
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of patriotism describes it as an emotional attachment to one’s country
(Leonard W. Doob 1964), which is close to the definition this section
gives to national pride. Thus, there are subtleties to the definitions
and the concepts that should be attended to. These subtleties can
influence the discussion regarding the psychology of national pride,
which is addressed in the next section.
1.2.2 Psychology of national pride
Earlier in this chapter it was suggested that national pride is an indi-
vidual psychological process, through which the personal psychology
experiences a sense of pride in the national identity. Empirical work
on the correlates of other psychological phenomena (such as attitudes,
and beliefs) has suggested that the nation is regarded as a surrogate
parent and the experience of sharing national pride with others is
colourful, exciting and emotional (Michael J. Bader 2006). Interest-
ingly, some evidence on nationalism indicates that people who are
more dysfunctional and who look to bond with an authority figure
can tend towards nationalism and towards xenophobic protection of
the nation state (Bader 2006). On the other hand, Feshbach & Sakano
(1997) suggest that an early attachment to parents might serve as a
childhood precursor to adult feelings of attachment to the nation.
However, Feshbach and Sakano also acknowledge that attachment
to the nation might act as a parental replacement, which brings to
mind references to the ‘Motherland’ or ‘Fatherland’ when speaking
of one’s country of birth. Earlier studies by Feshbach surveyed in
Feshbach & Sakano (1997) found that patriotism was correlated with
childhood attachment to the parents, specifically to the father but not
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to the mother. Psychological theory views attachment as a vital part
of personality development, affecting later ability for love and healthy
relationships. Thus, patriotism and love of country could be seen as
part of an adult’s ability to love. As Feshbach & Sakano (1997, p. 106)
point out: “One’s family and one’s nation are, for most individuals,
major components of one’s self identity. To threaten the family or to
threaten the nation is to threaten the integrity of the self”.
Using theories from social psychology, De Figueiredo & Elkins
(2003) analyse the psychological determinants of who is more likely
to express patriotism or nationalism. They identify a range of condi-
tions that may predispose a person towards prejudice and competi-
tion. The theories as listed by De Figueiredo & Elkins (2003) are:
1. Authoritarian personality theory (some personality types are
more predisposed to prejudice).
2. Realistic conflict theory (the perception of zero-sum competi-
tion results in the individual feeling threatened. This is a socio-
logical group-based theory).
3. Frustration-aggression theory (individual psychological version
of the realistic conflict theory in which the individual does not
achieve their desired goals and thus experiences relative depri-
vation which fuels aggression towards others).
4. Social dominance theory (individuals of higher status in the so-
cial hierarchy are more likely to make decisions in their groups
that preserve their status than are the lower status individuals).
Other relevant conditions are political beliefs, family backgrounds,
and norms of expression (De Figueiredo & Elkins 2003). Prejudice
and political conservatism are often related (Leanne S. Son Hing,
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Greg A. Chung-Yan, Leah K. Hamilton & Mark P. Zanna 2008). Inter-
estingly, Gordon Hodson & Michael A. Busseri (2012) find that lower
levels of general intelligence are linked to higher levels of outgroup
prejudice, with conservative ideology and lack of contact with an out-
group mediating this relationship. The authors suggest that “indi-
viduals with lower cognitive ability may be more attracted to right-
wing ideologies that promote coherence and order, and because such
ideologies emphasize the maintenance of the status quo, they may
foster greater outgroup prejudice” (Hodson & Busseri 2012, p. 188).
The relationship between national pride (or specifically, patriotism or
nationalism) and general intelligence is not tested in this thesis but
suggests an interesting avenue for future research.
Torgler (2003) analyses the willingness to go to war, in search of
the factors behind such a sacrifice for country. His results indicate
that national pride (as measured by the same WVS question used in
Chapter 3) and ideology (right political orientation) are consistently
correlated with a willingness to go to war. However, there is a key
difference in the way Torgler (2003) employs the concept of pride.
The measure is the same, using the same question from the WVS, but
the hypothesised direction of causation is the opposite: Torgler (2003,
p. 264) suggests that “pride produces a sense of national identifica-
tion”, whereas here I suggest that it is the sense of national identity
that may induce the individual to experience a sense of pride, al-
though the relationship is dynamic and subject to feedback loops.
With respect to the effect of prejudice on national pride, the re-
sults from De Figueiredo & Elkins (2003) indicate that authoritarian
personality and personal frustration are related to prejudice and not
necessarily any economic threat posed by immigrants. This is in line
with previous findings in the immigration policy literature – personal
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characteristics predict attitudes to immigration policy, not necessarily
concern about economic self interest.
On the other hand, greater levels of education and having a family
that has recently arrived from overseas imply less hostility to immi-
grants. However, the results regarding the presence of prejudice in
either nationalism or patriotism are unambiguous. Nationalism has a
strong and consistent relationship to hostility, while patriotism does
not present any relationship at all with hostility (De Figueiredo &
Elkins 2003, p. 186).
The psychological characteristics implicated as determinants of na-
tional pride are an interesting avenue for further study (discussed in
Section 7.1). In addition, the emotional component of national pride
is of interest, as discussed by Jon Elster’s (2007) and George Loewen-
stein’s (2007) work on emotions discussed in the following sections.
Emotions are experienced by an individual psychology, and the
fact that national pride can encourage, induce and reinforce group
cohesion requires that individual to have a psychological experience
of belonging and identification. As mentioned previously, this thesis
suggests that national pride is an individual psychological process,
where the personal psychology experiences a sense of pride in the
shared national identity.
1.2.3 Emotions
Emotions are a fundamental part of the human experience, for better
or for worse. Emotions accompany ordinary everyday events such
as the achievement of a minor goal, as well as the life-changing grief
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of losing a loved one. Furthermore, emotions can be appropriate or
can become disordered, causing significant disruption and personal
problems (Andrew Ortony 1990).
Elster (2007, p. 221) claims “[e]motions are an even more impor-
tant source of irrational behavior, whether they operate directly or
through the intermediary of social norms”. He further describes the
visceral emotions as being at “one extreme of human motivations”,
and that they “have the potential, not always realized, for blocking
deliberation, trade-offs, and even choice” (Elster 2007, p. 76).
Furthermore, Elster continues, the individual will be somewhat
sensitive to cost-benefit considerations away from the extremes on the
visceral-rational continuum. Thus, if national pride is at its extreme,
perhaps the individual no longer makes any cost-benefit calculation
at all. Elster (2007) acknowledges it is natural to deny the usefulness
of emotions as a scientific category, however, emotions matter because
of their impact on actions. They provide motivation either in a direct
sense or if they interact with beliefs about a certain course of action
(Elster 2007, p. 145). A particularly important role of emotion in a be-
havioural model is the ability to focus attention on particular things,
selecting “problems for the choice agenda” (Herbert A. Simon 1983,
pp. 29–30).
Elster details six features that emotions contribute to mental states,
and each one of these states can easily be related to the experience
of national pride and can be effectively incorporated into an explana-
tion of how national pride produces the emotions that inspire certain
actions. The states are: cognitive antecedents, physiological arousal,
physiological expressions, action tendencies, intentional objects, and
valence (Elster 2007, p. 145).
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1.2.4 National identity
As noted in the Introduction (Section 1), national pride is a positive
affect experienced when associating oneself with the national iden-
tity. Thus it is worth taking a brief look at the notion of national
identity, even though this is not the core of the analysis. Feshbach
& Sakano (1997, p. 106) offer support for the interaction between
national pride and national identity, stating that: “[t]he intimate re-
lationship that exists between national identity and self-identity is
undoubtedly an important determinant of the power that patriotic
feelings can often attain – sometimes so strong as to override the mo-
tivation for self-preservation”. National identity provides a way to
define and locate oneself in relation to the rest of the world, although
the way in which this mechanism acts is subject to scepticism. Smith
(1991, p. 17) points out that “[i]n the name of ‘national identity’ peo-
ple have allegedly been willing to surrender their own liberties and
curtail those of others”. Unfortunately, due to its nebulous nature, a
quantitative measurement of national identity is difficult, and in this
thesis I have chosen not to exploit any datasets that might attempt to
measure this factor. Thus, I rely on the fact that people can profess
a feeling of national pride without having to provide details about
the dimensions of national identity from which that pride is derived,
or a conscious understanding that national identity can be positively
associated with the individual identity.
Rawi Abdelal, Yoshiko M. Herrera, Alastair I. Johnston & Rose Mc-
Dermott (2009, p. 17) refer to the increasing attention that the concept
of identity (in general) has attracted over the past twenty years, and
note that even though there is currently a “flurry of activity” in the
area, there is no “commensurate rise in definitional consensus on
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the concept of identity”. This is true for many literatures and fields
of study, one of which is social capital (discussed in section 1.3). De-
spite social capital being a household term, and a commonplace topic,
there is as yet nothing approaching a consensus in the use or defini-
tion of the term (Torgler, Garcı´a Valin˜as & Macintyre 2010). This is
also the case for identity: the rapidly growing number of researchers
investigating the topic, from a range of disciplines, has led to so many
points of view and suggested definitions of identity that it has caused
some to conclude that “identity is so elusive, slippery and amorphous
that it will never prove to be a useful variable for the social sciences”,
and that it suffers from “definitional anarchy” (Abdelal et al. 2009,
p. 18).
According to Melissa A. Cook (2010, p. 392), published after Abde-
lal et al.’s (2009) comments, “[t]he individual has an identity, known
to himself or herself, and perhaps created by the self, with that iden-
tity also known to others. This identity has a capacity to be changed
throughout the time and life of the individual, based on the individ-
ual’s actions or based on how society views that particular individ-
ual and forces a morality upon the individual”. Jonathan M. Cheek
(1989, p. 276) is more succinct in defining identity, stating that it is
“the construct that defines who or what a particular person is”. He
then reviews arguments regarding the personal and the social levels
of identity, before concluding that both (personal and social) are nec-
essary and fundamental concepts in structuring identity. For Martha
Nussbaum (1994) and Smith (1991), personal identity is multi-layered
– concentric circles of belonging to the family, the region, the commu-
nity, the state, the nation, or the world as a whole. Individuals can
hold multiple and competing identities, and the relevance or salience
of a particular identity depends on the context in which the actor
finds themselves.
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National identity can be seen as a specific case of identity – and
a very special case. In general, people are not willing to die or mar-
tyr themselves in the name of many causes or affiliations, but due
to the way that the social and political processes of the past several
hundred years have developed (Benedict Anderson 2006, Smith 1991,
Gellner 2008, Hobsbawm 2009, Cook 2010), national identity has be-
come a powerful and potent motivation for action. Kim & Robertson
(2002, p. 6) tie the idea of boundaries in nation states to the idea of
boundaries in identity formation: “If identities are conceived, as we
suggest, as ‘the idea of boundaries’, then national identity can be con-
sidered as a symbolic boundary”. Actions taken by the state and its
representative agencies “are grounded in criteria of national interest,
which is presumed to reflect the national will and national identity of
the inclusive population”, and “...[t]he appeal to national identity has
become the main legitimation for social order and solidarity today”
(Smith 1991, p. 16). Threats to national identity produce the sort of
visceral reactions that Loewenstein (2007) and Elster (2007) refer to in
their discussions on the motivational power of emotions.
The nation and national identity is protected with a fervour that
might more commonly be attributed to religion. In fact, Anderson
(2006) discusses the rise of the nation state and how identifying with
one’s nationality originated around the same time as religion ceased
to be the primary marker of identity. One part of the explanation for
the extreme loyalty shown to the nation could be found in the human
desire to transcend the mortal (Smith 1991). It could be argued that
humans are engaged in a search for meaning, to escape the existential
despair over their own inevitable mortality. As a highly conscious
and complex organism, humans are capable of understanding that
their death is inescapable.
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Thus, humans seek a sense of the immortal and seek to identify
with concepts that are immortal. The search for immortality may
be expressed through belonging to a church or believing in a god,
or through procreation and ensuring immortality through genetics.
Dedicating one’s life to fighting for the nation is the modern secu-
lar equivalent of religion6, because the nation is immortal and will
live on, possibly even commemorating the sacrifice made in its name.
The desire to connect with the immortal is probably a reflection of
a deeper need for belonging in space and time, and a satisficing ar-
gument (as discussed in Chapter 2) could be raised here: the target
outcome is a sense of belonging, and religion or national pride are
two of the ways it is possible to achieve that. This would provide a
potentially fundamental reason for the extreme loyalty and identifi-
cation demonstrated towards the nation state. The next section will
discuss possible processes that build this loyalty.
1.2.5 Loyalty
John H. Schaar (1968, p. 485) describes the process of encouraging na-
tional loyalty or national identification necessary for developing na-
tion states in order to overcome tribal loyalties and regional divisions:
“Links must be forged in the minds of individuals between their per-
sonal interests and joys and the policies and institutions of the state.
In order to do this, governments employ all the resources of propa-
ganda and communication to reach the masses. Promoting nationalist
ideologies, publicizing the activities and words of charismatic lead-
ers, fomenting antagonism toward foreign governments and peoples,
and developing programs of mass action and ritual participation are
6 As discussed in Smith (1991)
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among the standard methods used in these attempts to build national
loyalties”.
Such socialisation of patriotic ideals can take place in institutions,
particularly in schools, with Zheng Wang (2008, p. 783) arguing that
all countries engage in this process of creating a “bond” between the
citizen and the nation. Robert E. Ewin (1992, P. 409) note that while
loyalty and pride frequently go together, “loyalty like friendship is
the sort of thing that one grows into, rather than decides to have”.
It is probable that the process of “growing into” loyalty is strongly
affected by the socialisation tools employed by the institutions.
The process of forging a national identity as described can produce
a level of loyalty that asks for sacrifices on the part of the individual
for the group. As Ewin (1992, p. 405) notes, loyalty goes beyond be-
ing dutiful: “we do expect loyal members to put the interests of their
group ahead of those of other groups”. Dora L. Costa & Matthew E.
Kahn (2010) study the factors that caused men to fight and sacrifice
for the common good in the Civil War despite significant personal
danger. The authors discover that it is loyalty to persons like them-
selves, in socioeconomic and demographic characteristics (ethnicity,
social status, and age) that caused men to stay in the war. The more
diverse a company, the greater the likelihood of desertion, explain
Costa & Kahn (2010, p. 93), as “characteristics such as social status
or birthplace may affect group loyalty because they influence ideas of
patriotism, honor, duty, and self-sacrifice”.
Gellner (2008, p. 13) explains that humans have always lived in
groups, and most groups survive a long time, suggesting that one
of the reasons groups persist is due to the loyalty demonstrated by
the members and the level of identification with the group. Ewin
(1992, P. 419) states that “[l]oyalty is a willingness to stick with the
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group”, which fits with the suggestion from Costa & Kahn (2010,
p. 87) that “the brain may code social support as physical safety”.
Furthermore, the authors find that “a tightly knit company, in which
men had much in common and knew each other, was the most loyal
company” (Costa & Kahn 2010, p. 119).
The sense of loyalty to the nation and the identity is a kind of so-
cialised belonging produced via symbols and ceremonies “to rehearse
and reinforce the ideal” (Smith 1991, p. 162), creating a social bond
between and across classes (Smith 1991). Processes used to form these
bonds are reminiscent of the strategies used by the religions that the
nation states have largely replaced: “By the use of symbols – flags,
coinage, anthems, uniforms, monuments and ceremonies – members
are reminded of their common heritage and cultural kinship and feel
strengthened and exalted by their sense of common identity and be-
longing” (Smith 1991, p.16–17). When this identity is forged through
such ceremonies and symbols, it can produce a level of loyalty that
transcends concerns for individual welfare.
Moreover, there is a type of sacredness in the ‘homeland’ kinship
with other members of the nation, who are seen as an extended fam-
ily unit; as Smith (1991, p. 161) explains: “To identify with the nation
is to identify with more than a cause or a collectivity. It is to be
offered personal renewal and dignity in and through national regen-
eration. It is to become part of a political ‘super-family”’. In this way,
national identity allows the realisation of “the ideal of fraternity”,
and the “ceremonial and symbolic aspect is the most decisive to the
success and durability of national identity - it is the area in which
individual identity is most closely bound up with collective identity”
(Smith 1991, p. 162). This idea is explored further in the next sec-
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tion, outlining one of the most popular theories of identity and how
it applies to national identity.
1.2.5.1 Social identity theory
The social psychology and sociology literatures have investigated the
notions of identity and identity formation for the past several decades.
According to social identity theory, national identity is socially con-
structed. “National identity refers to a special form of collective or
social identity, and in this case the collective which constitutes iden-
tity is the nation” according to Mu¨ller-Peters (1998, p. 702). It is a
result of social processes and would never have existed without a so-
ciety that could communicate about this notion. It is the outcome of
many interactions concerning what is, say, Australian and what is not
Australian. Like individual identity (Leon Festinger 1954), national
identity is formed in the context of comparison with other groups.
National identity can constitute a type of ingroup, which by symme-
try suggests an outgroup (although it is not necessary that outgroup
derogation arises merely from constitution of an outgroup). Accord-
ing to Henri Tajfel (1974), the applicable psychological concepts in
social identity theory (SIT) are:
1. A requirement for cognitive structure compels individuals to
classify their surroundings, leading to social categorisation such
as religious affiliation or nationality that is based in a value
dimension of good/bad.
2. The individual compares their own attributes with the cate-
gories that have been formed and assigns themselves to a class
- forging a social identification (James C. Turner 1982). The sum
of these social identifications are referred to as a social identity.
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3. There is a process of social comparison between the ingroup
and the outgroup (Festinger’s (1954) theory of social compari-
son).
4. The aim of engaging in such comparisons is to confirm the ‘pos-
itive particularity’ or positive distinction of the ingroup relative
to the outgroup.
Mu¨ller-Peters (1998, p. 703) argues against the claims of other au-
thors who state that it is not possible to apply SIT to nations, demon-
strating that the preconditions of SIT are satisfied when it comes to
national identity, since at the very least, there exists “(1) comparison
with the outgroup and (2) emotional involvement”.
The socially constructed meaning of ‘national identity’ for Aus-
tralia might be comprised of such terms and concepts (or dimensions)
as ‘egalitarian’, ‘travellers’, ‘sporting’, ‘laid-back’, ‘coffee-lovers’ and
so on. These can be referred to as ‘domains’ or ‘dimensions’ of iden-
tity, and survey data on these dimensions have been used by several
researchers; for example Smith & Jarkko (1998) includes this domain-
specific construction of identity in the empirical analysis by creating
factors from the International Social Survey Program (ISSP) in order
to conduct a cross-national analysis on national pride7.
Yet, with respect to measurement of national pride and national
identity, there is a crucial point of clarification: while the sense of
pride exists because of the contents of national identity, it is not nec-
essary to know what makes up national identity in order to ask peo-
ple whether they are proud to be of a certain nationality. In other
words, people can say they are proud of the national identity without
defining exactly which dimensions of the identity that they are proud
7 See also Mu¨ller-Peters (1998, p. 702), Mayda & Rodrik (2005)
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of. This is useful in the quantitative analysis, because a full study of
the dimensions and the changes over time is beyond the scope of this
thesis. Thus I acknowledge the role of national identity in evoking
national pride but do not attempt to measure national identity or its
dimensions. However, such an in-depth analysis will be vital to fu-
ture studies in the area (see section 7.1.12)
1.2.5.2 National identity can change
The dimensions of identity that invoke national pride will be be dif-
ferent not only for each country, but possibly also for each genera-
tion. Identity is a dynamic concept, changing in response to internal
and external events, cohorts, and influences. The dynamic nature
of national identity further complicates attempts at definition or clar-
ity, and a static model will not suffice. As it is a dynamic concept, it
would be useful in future to explore not only the consequences of this
phenomenon, but also the causes (see section 7.1.11). Since national
identity is socially constructed, the contents or nature of the identity
can change over time – for example, the country might become bet-
ter at cricket, become known as the ‘lucky country’, as having great
weather, it might win or lose a war in ‘heroic’ or ‘cowardly’ fashion.
As the concept of a nation can change so can the source of national
pride (domain specific pride), if the elements that make up national
identity are changed.
Depending on how these characteristics are perceived by the na-
tion, they may produce a sense of national pride or national shame
(and, by extension, if perceived by an individual they can induce a
personal sense of pride or shame in one’s nation). The magnitude
and extent of pride may change, as may the nature of the patriotic
displays. The physical and social boundaries of the nation state may
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change, the legal makeup may change, the leaders may change, the
cultural and ethnic composition may change, and thus national iden-
tity may change in response. National identity may also be manip-
ulated by those who have the power or influence to do so. Entities
in charge of mass media or instruments of socialisation could poten-
tially influence the perception of national identity through “cynical”
manipulations (Kai A. Konrad & Salmai Qari 2012), or as a tool of
moral suasion. George A. Akerlof & Rachel E. Kranton (2010, p. 15)
also suggest that certain third parties may have an incentive to de-
liberately manipulate identities, that is, to “change who people think
they are, as well as their norms. Advertisers, politicians and employ-
ers all manipulate social categories and norms”. The idea that there is
a national identity (socialised and able to be manipulated) that a per-
son can associate with, take on as part of his or her own identity, and
in which he or she might develop a sense of personal pride can be re-
lated to concepts described by Anderson (2006) who suggests that all
people share a certain kinship with all those who associate with their
national identity. Further, “... regardless of actual inequality and ex-
ploitation that may prevail... the nation is always conceived as a deep,
horizontal comradeship. Ultimately it is this fraternity that makes it
possible, over the past two centuries, for so many millions of people,
not so much to kill, as to willingly die for such limited imaginings”
(Anderson 2006, p. 7). Indeed, “‘nation-ness’ is the most universally
legitimate value in the political life of this age” (Smith 1991, p. 144),
and again, it raises the question as to why these notions have such a
profound emotional effect given the relatively recent invention of the
idea of ‘nation-state’ and ‘nationality’.
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1.2.6 Ingroups and outgroups
National identity can also be described as a distinction or category
that identifies an ingroup, and by definition, also designates an out-
group. When the national identity is incorporated into the personal
identity, or when the individual enjoys positive association with the
national identity, there can be, as George A. Akerlof & Rachel E. Kran-
ton (2000) suggest, an aversion to a loss of identity. Thus, there can
be an aversion to any behaviour or person that does not fit the na-
tional identity, sometimes with tragic consequences. Citizenship is
one marker that distinguishes ‘us’ from ‘them’, and can successfully
override “the claims of competing allegiances and identities, notably
ethnic ones” (Smith 1991, p. 118). Citizenship is the means for ex-
clusion but also inclusion to the benefits of belonging to a particular
nation (social welfare in particular).
Moreover, humans may be known as social animals, but animals
still seek territory. There is a biological foundation to this, a tendency
toward outgroup suspicion, genetic fitness to expand the kin, and
protection of the ingroup (Feshbach & Sakano 1997, p. 94). “Territory,
of course, is more than the boundaries of a physical realm. It also
represents the boundaries of influence, control, and management of a
population by institutions, including religions, corporations, armed
forces, and governments. Certainly more wars have been fought,
more atrocities committed, more pogroms advanced and more peo-
ple slaughtered in the names of religions and nations than for any
other cause” (Robert C. Scaer 2005, p. 6). Developing ties with others
in the nation state who are genetically different such that a person
would be willing to lay down one’s life for those others requires a sig-
nificant feat of psychological identification. In some cases genetically
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similar peoples have fought because of differences in psychological
identification; for example, Serbians and Bosnian Muslims (Feshbach
& Sakano 1997, p. 94).
As noted earlier, personal identity is multi-layered – Nussbaum
(1994) describes it as concentric circles of belonging to the family,
the region, the community, the state, the nation or the world as a
whole. Thus, when it comes to ingroups and outgroups, people will
always consider themselves as part of more than one group. Her-
bert A. Simon (1997, p. 284) provides a valuable description of group
identification: “a person identifies himself with a group when, in
making a decision, he evaluates the several alternatives of choice in
terms of their consequences for the specified group”. In this case,
persons who have identified themselves with the nation would make
decisions based on what is best for the country.
It is informative to consider the way in which group identification
could be acquired such that a person would make decisions for the
good of the group. By discussing the importance of ingroups and
outgroups the existence of the group is presupposed. While the pro-
cesses that encourages formation of the group are beyond the scope
of this thesis, a definition of what it means to be a “group” is helpful.
Yet, again, there is a range of meanings. On the first page of Rupert
Brown (1988), there is a discussion regarding the diversity of mean-
ings when referring to the word “group”, as it has been used to refer
to such notions as the experience of common fate, a social structure,
self-categorisation, and as a result of face-to-face interactions.
Brown (1988, p. 2) extends Turner’s (1982) definition and suggests
that “a group exists when two or more people define themselves as
members of it and when its existence is recognized by at least one
other”. Thus, defining a group tacitly identifies those that are not in
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the group (that is, the “other” who is or are able to recognise the exis-
tence of the group). Festinger (1954) established that for construction
of personal identity, the comparisons to others are central. This logic
was applied at the group level and became social identity theory.
The comparisons made by a group to other groups establish the in-
group identity and by extension, infer an outgroup, which may result
in downward comparisons: “Alternatively known as the intergroup
bias, in-group favoritism and the minimal groups paradigm, the in-
group-out-group bias refers to the tendency to evaluate one’s own
group or its members (the in-group) more favorably than groups to
which one does not belong and its members (the out-group)” (Bradley J.
Ruffle & Richard Sosis 2006, p. 7). This dichotomy has also been cov-
ered in the economic literature, through the principal-agent and the
insider-outsider models in labour economics.
1.2.6.1 Ingroup favouritism and outgroup hostility
One possible consequence of ingroups and outgroups is that ingroup
‘love’ can produce outgroup ‘hate’ – the two are reciprocally related
where there are downward comparisons with the outgroup (Marilynn B.
Brewer 1999). The tendency towards downward comparisons to the
outgroup can be stronger in some countries and weaker in others, re-
sulting in varying levels of xenophobia depending on the type and
extent of national identification (Mikael Hjerm 1998). There is an as-
sumption of “a competitive battle over scarce resources in which the
out-group’s loss was the in-group’s gain” (De Figueiredo & Elkins
2003, p. 172), a zero-sum mentality which can fuel nationalism and
outgroup hate. Further evidence of ingroup loyalty and outgroup
hostility was produced in Muzafer Sherif’s (1966) famous summer
camp laboratory – ingroup pride and outgroup aggression were cre-
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ated simply by categorising the summer camp participants into differ-
ent teams. Taking on their own group identity led to warlike activities
and attitudes among the young people involved.
Thus, national identity could be understood as an ingroup distinc-
tion. The socially constructed national identity indicates the ingroup,
(and, by definition, also declares an outgroup), where, for example,
Australians are in the group and all others are outside. If govern-
ments want to appeal to an Australian sense of national obligation or
influence the behaviour of Australians in some way, they can appeal
to the sense of national identity – the thing that gives Australians
groupness. Interestingly, cohesion of an ingroup can be improved by
hatred of an outgroup (but is not a necessary condition), and cohesion
can be strengthened by having a common enemy (Henri Tajfel 1982).
In addition, there is often an implicit hypothesis that a strong sense of
national identity and high levels of national pride hinders European
integration (Mu¨ller-Peters 1998).
It should be noted however that some cultures and societies take
pride in characteristics such as tolerance, justice, egalitarianism, and
pluralism8, and groups are not always downwardly comparative against
each other. Gordon W. Allport (1954) suggests that ingroup loyalty
does not lead to outgroup hostility and, in fact, while hostility to-
ward a common enemy can strengthen ingroup cohesion, it is not the
ingroup favouritism that produces the hostility. Allport describes loy-
alties as concentric circles, where outsiders are not outsiders at every
level, because, while someone might be an outsider to the family, they
are not an outsider at the community level. Allport argues for a com-
patibility between patriotism and “world-loyalty”, a notion which re-
sounds with Socrates’ classic declaration: “I am not an Athenian or
8 For example, see Chris G. Sibley, William J. Hoverd & John Duckitt (2011)
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a Greek, but a citizen of the world”. Further, these concepts share
similarities with the cosmopolitanism discussed in Nussbaum (1994).
Other scholars have shown that activating a superordinate identity
through contact, cooperation, common fate, or interdependence can
defuse intergroup conflict (Samuel L. Gaertner, John F. Dovidio, Phyl-
lis A. Anastasio, Betty A. Bachman & Mary C. Rust 1993).
1.2.7 The influence of culture
Social and cultural norms are important in conditioning responses
and expectations regarding aspects such as voluntary compliance and
acceptance of outgroups. These social and cultural norms are prod-
ucts of the particular history of cultural and economic development in
each country. For example, social and cultural norms may influence
the responses to questions on outgroups: De Figueiredo & Elkins
(2003) argue this is the case regarding immigration – in some social
circles it may not be the norm to express any xenophobia, so a mea-
sured decrease in racism might not be due to an actual decrease in
racism but rather a reduced inclination or desire to express racism
due to differing social norms that do not allow such an expression.
Thus, it is relevant to consider educational background, age group
and geographic regions in this analysis due to what De Figueiredo &
Elkins (2003, p. 182) refer to as “norms of expression within the peer
group”; norms which may also vary across different socio-economic
and socio-demographic groups. These norms will almost certainly
differ to some extent across countries.
Cultural norms are not only important for responses to questions
regarding outgroups, but they will also condition the existence and
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experience of national pride and national identity. As Smith (1991,
pp. vii–viii) points out: ”... we cannot understand nations and nation-
alism simply as an ideology or form of politics but must treat them
as cultural phenomena as well”, and that nationalism is “perhaps the
most compelling identity myth in the modern world”. Thus, national
pride and national identity are forms of culture (Smith 1991, p. 71)
and are also products of culture.
Smith (1991, p. 9) outlines various elements of national identity9
and traces the development of the Western ideal of national iden-
tity, explaining that it “involves some sense of political community...
some common institutions and a single code of rights and duties”.
(Gellner 2008) also provides an anthropological study of development
of culture – from agrarian society to industrial society to high culture.
Gellner further explores how this ‘high culture’ replicates itself, and
highlights the importance of centralised government and the discov-
ery of writing for the dissemination of ideas that constitute modern
culture. Smith (1991) places the origin of the modern nation in the
West, specifically in eighteenth-century Europe, arising due to a par-
ticular “cultural matrix” (Smith 1991, p. 71) and the intellectual cli-
mate of the time.
While the elements discussed above characterise the Western no-
tion of the nation, there is a non-Western ideal, particularly prevalent
in Eastern Europe and Asia, that is based on an ‘ethnic’ concept: “Its
distinguishing feature is its emphasis on a community of birth and
native culture” (Smith 1991, p. 11). The Western idea of civic nation-
hood allows that a person might choose which nation they belong
9 Smith (1991) examines several different types of collective cultural identities that
shape different kinds of national identity, each of which are analogous to the dif-
ferent dimensions of national identity or dimensions of national pride discussed in
an earlier section. What Smith (1991) terms as different kinds of “nationalism” are
actually different dimensions of national identity and national pride.
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to, while the idea of ethnic nation means that one always remains a
member of the community into which one was born. As Smith (1991,
p. 11) points out, “[a] nation ... was first and foremost a community
of common descent”. The ethnic idea of a nation makes particularly
important claims and references to family ties, as the nation is truly
seen as a ’super-family’, calling on the ideas of common ancestry, fel-
low citizens as and brothers and sisters, or at least sharing the same
genetics. The Western ideal still refers to the brotherhood of a nation,
to the “people”, but it is a “political community subject to common
laws and institutions” (Smith 1991, p. 12).
The development of common laws and institutions are particular to
the history of that nation, and will be different depending on whether
a nation is formed based on ethnic background or whether it is based
on a civic or constitutional patriotism. Writing with respect to tax ef-
fort, Richard M. Bird, Jorge Martinez-Vazquez & Benno Torgler (2004,
p. 284) note that societal institutions are important for determining
whether or there is a pro-fiscal bearing in society or not. Moreover,
tax effort and the tax regime are linked to historical factors relating
to how tax has been raised, levied, and spent in the past. Obviously,
this history will differ between countries: what is right or sustainable
for one country will not necessarily be suitable for other countries, a
principle that applies to tax collection and to other compliance scenar-
ios in general. Thus, one (institutional or policy) size does not fit all,
nor is it likely ever to do so – what is feasible in one country does not
converge or apply to another (Richard Bird, Jorge Martinez-Vazquez
& Benno Torgler 2006).
Redistribution and tax regimes are a product of history and culture,
and so are different stances on national pride and national identity.
For example, the level of tax effort, revenue raised, and characteris-
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tics of the tax regime are not due only to “supply” factors (tax han-
dles such as mining and foreign trade that are easily taxed), but are
also due to “demand” factors (Bird, Martinez-Vazquez & Torgler 2006,
p. 16). These arise from the social institutions, framing institutions,
level of corruption, income distribution, and social norms such as tax
morale (Bird, Martinez-Vazquez & Torgler 2004). It is possible to ar-
gue that national pride and national identity could also be affected
by these demand factors.
Thus, demand factors are important when studying different coun-
tries, and across cultures; different demand factors in different coun-
tries will affect the ‘political equilibrium’, which will then affect the
level or method of tax collection (Bird, Martinez-Vazquez & Torgler
2006), and other kinds of compliance. In each country there will be
different policy ideas related to equality, growth, institutions, and
market structure10.
To some extent, the state depends on participation and a degree
of voluntary compliance in order to secure both its legitimacy and
the compliance of the population (Bird, Martinez-Vazquez & Torgler
2004). If citizens feel that they are represented by the relevant author-
ities, and the government is helpful, voluntary compliance in general
is likely to be higher. Bird, Martinez-Vazquez & Torgler (2004, p. 285)
note with respect to taxation: “tax systems must, over time, in some
sense represent the basic values of at least a minimum supporting
coalition of the population”. In a democracy this is especially the
case, but in a dictatorship or a non-benevolent democracy, refusal
to comply with tax policy can actually be one of the only ways that
tax payers are able to exercise their voice against authorities, and tax
10 Discussed in more detail in Bird, Martinez-Vazquez & Torgler (2004) and Bird,
Martinez-Vazquez & Torgler (2006)
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evasion becomes the duty of every member of the resistance (Benno
Torgler & Friedrich G. Schneider 2009).
Regardless of whether the nation was founded on an ethnic or civic
basis, the importance of culture to the expression of national pride
and national identity cannot be ignored, and neither can the suscep-
tibility of culture to changes in the underlying social structure. As
Gellner (2008, p. 109) states: “Our culturally homogeneous, mobile,
and, in its middle strata, fairly unstructured society may well not last
for ever, even if we disregard the possibility of cataclysms; and when
this kind of society no longer prevails, then what we have presented
as the social bases of nationalism will be profoundly modified”.
Unfortunately, this kind of dynamic process only serves to increase
the difficulty in analysing national pride and national identity. As
the social bases for national pride and national identity change, so
will the norms of expression and the extent to which these concepts
influence behaviour. While Hobsbawm (2009) expresses the hope that
the phenomenon of nations and nationalism is past its peak, there
are several benign or even desirable effects of nationalism that will
be considered in the next section.
1.3 the positive side of national pride
There is a positive side to national pride and the group identity to
which it relates: being part of an ingroup, identifying wtih the na-
tion, contributing to the social capital (or social trust) and networks
available to that ingroup, are all activities that can bind the group
together. Group identity can be a positive and empowering charac-
teristic (Allport 1954, Anderson 2006). Moreover, group pride, no
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matter what it is based on, allows prejudice to work in positive ways
(Theodor W. Adorno 1950, William G. Sumner 2002). Merely having
something in common can bond the members of the group and make
them more able and likely to cooperate, and this improved cohesion
can make it easier to provide such things as public goods to the soci-
ety.
For example, previous literature reports on the difficulty in pro-
viding public goods to heterogeneous groups within society (Rafael
La Porta, Florencio Lopez-de Silanes, Andrei Shleifer & Robert Vishny
1999, Benno Torgler & Friedrich G. Schneider 2007a, Torgler & Schneider
2009), recognizing that, where there is internal conflict, ethnic ten-
sions and religious tensions, resources are steered towards funding
conflict and attempting negotiations. Costa & Kahn (2010, p. 6) find
that “more diverse communities are less cohesive. Their members
are less willing to sacrifice and derive fewer benefits from being part
of the community”. The result is that energy for collective action is
directed elsewhere.
In addition, it is possible that due to the increased identification
with the group, national pride reduces the transaction costs of organ-
ising action within the group. In the same way, national pride could
increase compliance and with existing norms and rules, and increase
voluntary participation, an effect that can be likened to the reduced
costs afforded by a greater stock of what may be termed as social
capital. The definition, construction, and positive sides of social cap-
ital are discussed in detail in Chapter 2 of Torgler, Garcı´a Valin˜as &
Macintyre (2010), and on page 25 it is noted that “we are only able to
scratch the surface of social capital. The topic and indeed the notion
of social capital is challenging, complex, dynamic, and multidimen-
sional. To a certain extent, it also remains quite blurry and slippery;
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evading precise observation measurement and replication (in other
words, circumventing the very elements that underpin the modern
scientific paradigm)”. The validity of social capital as a concept is
also contested by Christian Bjørnskov & Kim M. Sønderskov (2013),
who systematically analyse the usefulness of social capital to discover
whether it is a ‘good’ concept for social science. The authors suggest
that “social capital has come to mean so many different things to dif-
ferent researchers that it may border on the meaningless” (Bjørnskov
& Sønderskov 2013, p. 1226), and that the phenomena attributed to so-
cial capital have already been categorised under other labels. It might
be that what is termed here as social capital could also be referred to
as the neighbouring concept of social trust.
The concept of social capital as understood in Torgler, Garcı´a Valin˜as
& Macintyre (2010) can be related to the experience of national pride.
If the individual construes others who share the national identity as
the ingroup, the process of identifying those in the same social cat-
egory may guide who to trust and who not to trust by establishing
some part of social capital or producing a certain part of social capital.
That is, an association with the national identity can strengthen the
cognitive dimension of social capital and increase the willingness to
cooperate with one another, establishing or facilitating networks, and
producing collective action outcomes. Membership in a social net-
work or social structure of a nation can result in an increased ability
to secure resources in a number of ways.
As discussed in Garcı´a-Valin˜as, Macintyre & Torgler (2012), volun-
tary compliance with formal and informal institutions, norms, and
rules is of great interest as it can reduce free-rider behaviour, pro-
viding an explanation for cooperation and public good provision.
Torgler, Garcı´a Valin˜as & Macintyre (2010) relate the development
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of social capital and institutional quality to the ability of societies
to organise voluntary participation to deal with environmental prob-
lems. Such a willingness to cooperate is especially useful in situa-
tions where the costs involved in organising an enforcement regime
are very high; thus, voluntary compliance can reduce the cost of gov-
ernment operations. Joel Slemrod (2002, p. 13) points out: “It is as if
there is a stock of goodwill, or social capital, the return to which is
the more efficient operation of government. This social capital stock
may be reduced by a policy change that decreases the incentive to be
a law-abiding citizen”. The “goodwill” referred to by Slemrod could
include the sense of national pride and association with the national
identity, which may accompany or be accompanied by governmen-
tal or institutional legitimacy, producing trust in the government or
parliament, and creating social norms of compliance with formal in-
stitutions.
Compliance with social norms may even produce a moral norm:
for example, the requirement for voting in large anonymous elections
(Elster 2007, p. 229). It may be that the notion of patriotic duty consti-
tutes some sort of social norm that also has elements of a moral norm,
as there is an implication of reciprocity, conditional cooperation, and
fairness in the duty to serve the country. Norm violations may be
punished with ostracism or shame, but if a moral norm is ignored
or transgressed, this may induce anger in the observer (Elster 2007,
pp. 355-356), a description that does not seem out of place in explain-
ing the vehemence of many ‘patriotic’ individuals in justifying vio-
lence to protect their ‘way of life’ or ‘culture’.
A shared nationality and shared norms of expressing national pride
may increase identification with the group and therefore trust in the
group. Joel Slemrod (1998, p. 487) discusses the relevance of trust, em-
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phasising that “in high-trust societies, individuals need to spend less
to protect themselves from being exploited in economic transactions”.
A measure of general trust gauging whether respondents trust other
people could in fact be the best (or at least most accessible) proxy for
social capital (Martin Paldam & Gert Tinggaard Svendsen 2000a, Mar-
tin Paldam & Gert Tinggaard Svendsen 2000b).
In a previous coauthored work, Torgler et al. (2008) relate the el-
ements of trust and obedience to tax morale. Furthermore, “trust
in public officials might tend to increase taxpayers’ positive attitudes
and commitment to the tax system and tax-payment”, which posi-
tively impacts tax compliance Benno Torgler (2007b, p. 159). In other
words, “[a] more encompassing and legitimate state increases the citi-
zens’ willingness to contribute” (Torgler, Schaffner & Macintyre 2010,
p. 299). Emotional ties and loyalties characterise the relationship be-
tween taxpayers and government, approximating a kind of relational
or psychological contract. Once established, a ‘psychological tax con-
tract’ requires ongoing maintenance in the form of positive, trust-
based actions.
These theories, formulations and constructions of social capital, in-
stitutions, group identity, and trust are of particular interest to an
analysis of national pride. If national identity and networks of nation-
ality and national pride interact with trust and adherence to norms
to influence contributions to collective action, this provides a founda-
tion for the basic premise that the nation state itself can represent the
structural dimension of social capital, and discharging the patriotic
duty to some extent relies on the presence of the cognitive dimension
of social capital. At the same time, shared engagement in patriotic
activities can improve the levels of trust in society. Stronger networks
and greater levels of trust then lead to improved collective action
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outcomes as an ‘output’, resulting in stronger identification with the
nation and a higher degree of national pride.
1.3.1 Externalities
Previous empirical work has suggested that national pride and na-
tional identity can assist in dealing with externalities such as envi-
ronmental damage. Benno Torgler & Marı´a A. Garcı´a-Valin˜as (2007)
found that national pride was correlated with higher preferences to-
wards environmental protection. National identity or national pride
may encourage cooperation among individuals and result in an in-
creased desire to engage in collective action in such areas as preserva-
tion of the country’s environmental conditions. This relationship will
be tested empirically in Chapter 3.
Tom R. Tyler (2000) argues that pride has an impact on group, or-
ganisational, and societal behaviour, and is a foundation for encour-
aging cooperative behaviour. This raises the question of the level at
which individuals invest their perception of belonging and pride. Do
they identify with their nation or with their region? It is difficult to
clearly predict the answer to this question. Attitudes towards envi-
ronmental issues can depend on how important the different types
of problems (occurring at a global, national, or regional level) are to
an individual: those who consider themselves to be ‘global citizens’
may hold strong environmental values, since it is often the case that
environmental pollution produces externalities at the global level (su-
perexternalities).
A study by Paul B. Reed & L. Kevin Selbee (2000) showed that vol-
unteers are predisposed towards concern for provision of common
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goods. Torgler & Garcı´a-Valin˜as (2007) found that people who felt
they belong to the ‘world as a whole’ demonstrated the strongest pref-
erence for environmental protection. At the same time, when people
feel a strong attachment to their local area, this may reduce their will-
ingness to freeride and thus increase the likelihood of holding strong
preferences towards minimisation of environmental damages at the
local level.
For instance, a contrary finding by Marino Bonaiuto, Giuseppe Car-
rus, Helga Martorella & Mirilia Bonnes (2002) observed that when lo-
cal residents faced a social dilemma regarding a protected area, and
policy was subsequently imposed by an extra-local government that
went against local wishes, the relationship between regional identity
and support for a protected area was negative. However, this finding
pertains to a very specific context. If there is no unpopular extra-local
policy being imposed on the local area, then the opposite relationship
can be observed. In this respect, Giuseppe Carrus, Marino Bonaiuto
& Mirilia Bonnes (2005) identified a positive relationship between re-
gional identity and the desire to maintain protected areas in Italy.
1.3.2 Social dilemmas and the public good problem
Social dilemmas and the public good problem are among the most
interesting problems in economics. They exist because individual
rationality (as defined in Chapter 2) is applied to decisions requir-
ing cooperation, to situations whereby individual rationality leads to
collective irrationality. This produces the ‘social dilemma’, a term de-
scribing a conflict of interest between private interests of particular
individuals and the broader public interest within a society (Anders
77
introduction
Biel, Mark Snyder, Tom R. Tyler & Mark Van Vugt 2000). The indi-
vidual receives a higher personal benefit by not cooperating, even if
all individuals are better off when everybody cooperates (Robyn M.
Dawes 1980, p. 191).
This thesis suggests that the influence of national pride on eco-
nomic decision making, and the resultant increased cohesion and in-
group effect can help resolve social dilemmas in two ways: national
pride not only constitutes identity at the national level, encouraging
actions in the ‘national interest’ rather than the ‘individual interest’;
it also coordinates the perception of a common good at the national
level. According to Peter Kollock (1998, p. 183), “[s]ocial dilemmas
are situations in which individual rationality leads to collective ir-
rationality... Many of the most challenging problems we face, from
the interpersonal to the international, are at their core social dilem-
mas”. It may be that when facing social dilemmas and a public good
problem, perhaps a ‘social’ or ‘public’ solution is required. A ‘social’
solution will involve social norms, social capital, social identity and
social (collective) action. Collective action to solve a public good prob-
lem or social dilemma is the result of a group of individuals acting on
their shared preferences and intentions, which could be attached to
and coordinated by their shared national pride and national identity.
As discussed in Benno Torgler, Maria A. Garcia-Valin˜as & Alison
Macintyre (2008b), Elinor Ostrom (2000, p. 154) suggests that the
(pre-Mancur Olson) idea that collective action evolved as a method
through which groups seek to address their own dilemmas was “not
entirely misguided”. Ostrom mentions several contexts that may in-
fluence who joins collective action groups, including the institutional,
cultural and biophysical. Ostrom also notes that the idea of construct-
ing policy to deliver payoffs that would be attractive to rational ego-
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ists may have been misdirected (at best), and may actually have coun-
teracted the intended outcome of the policy by crowding out social
norms around collective action. Helle Ørsted Nielsen (2010, p. 6)
states “(s)ociological institutionalists argue that humans are guided
by their sense of identity and norms of appropriate behaviour, imply-
ing that behaviour is based on rules rather than strategic calculations
of utility”. If the rational choice model incorrectly assumes selfish
and economic motives it may result in policy that provides an ineffi-
cient and “ineffective incentive structure”. Distortions may be intro-
duced into the economy, and other motivations may be crowded out,
e.g. environmental motivation (stewardship or custodial values), and
professional ethics may be crowded out.
As discussed previously, one of the benefits or positive aspects
of national pride might be realised through its social capital effect,
which acts by reducing transaction costs and increasing a sense of co-
operation and cohesion. One of the outcomes is the ability to organ-
ise collective action and possible increased willingness to contribute
to public goods, as the creation of the ingroup reduces risks of inter-
acting with others in provision of common goods. This is interesting
in relation to national pride as national identity distinguishes who is
‘in’ and who is ‘out’; for example, in determining access to the public
goods or social capital that are produced by the nation. It may be that
the trust element of social capital is more available to those who have
the same citizenship, i.e. those who belong to the same ingroup.
The case of excludable public goods provides support for this idea;
experimental evidence indicates that when it is possible to exclude
certain others from benefiting from a public good, the contributions
to the public good are likely to be higher (Martin Kocher, Matthias
Sutter & Verena Waldner 2005). Private goods are goods that can be
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purchased, exchanged, owned, and consumed by one person at one
time, and others can be excluded from consumption of the good, yet
many goods still display some public good characteristics. Of course,
national pride could actually be related to the ability of the ingroup
to provide public goods and solve the social dilemmas – it could be
derived from the group’s ability to look after its members, meaning
that public goods are more club goods, see Mancur Olson (1971). This
would be a ‘domain specific’ source of national pride that is contained
in the national identity (however, as mentioned previously, it is not
necessary to know the content of national identity in order to talk
about national pride).
1.4 conclusion
There are many reasons for taking an interest in the influence of na-
tional pride on group behaviour. For example, such an influence may
have positive benefits, by encouraging greater rule compliance and
greater norm compliance, thereby reducing the transaction costs of
organising group activities or securing a level of compliance with ex-
isting policies. While this possibility is related to existing rules and
norms, it might also be instructive to consider what effect national
pride could have on behaviour seeking to improve a situation, or what
effect it might have on encouraging the pursuit of proactive solutions.
Through a shared sense of pride and a shared identity, people may
trust each other, build networks, and improve collective action out-
comes. On the other hand, it may have negative consequences, sup-
porting an insular mindset that brings out the very worst in human
behaviour.
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This chapter has considered national pride from several angles, in-
cluding theories of ingroups and outgroups, social capital, the cul-
tural basis of the concept, trust, loyalty, and the role of national pride
and national identity in resolving the social dilemma. In summary, I
conclude that national identity is socially constructed, it is dynamic,
it defines an ingroup, and by definition, suggests the outgroup. Na-
tional pride is also an individual psychological feeling regarding the
national identity and can be domain specific. There are two dimen-
sions of national pride – patriotism and nationalism. These are the
two faces of national pride, and there are differences in prejudice be-
tween these two dimensions.
National pride also acts as a catalyst or facilitating factor; creating
and reinforcing the trust or social capital that develops in an ingroup
(and the ingroup can be defined and strengthened through the ex-
istence of the shared national identity). There are positive sides to
national pride or national identity establishing an ingroup (increased
cohesion, reduced transaction costs, taking care of externalities in the
group, solving social dilemmas and public good problems), and neg-
ative sides (downward comparison of outgroups, hostility to other
nationalities, and exclusion from neighbourhoods, as discussed in
Chapter 3).
The remainder of the thesis is structured as follows: Chapter 2
will begin by examining the options for conceptualising and theoris-
ing about national pride, recognising that an attempt to incorporate
national pride into the individual’s decision making equation simul-
taneously both ignores and relies on the social context and the social
construction of the idea of ‘nation’, ‘nationality’, ‘national identity’,
and ‘national pride’. Theories of decision making and motivation
can be placed on an artificial continuum, with goal directed rational
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choice at one end, and socialised determinism at the other. The main
problem with the topic at hand is that an analysis of national pride
and decision making requires having a foot at each end of the spec-
trum, although, the question remains as to whether the spectrum ac-
tually exists. Insofar as human behaviour is purposive, all behaviour
is goal oriented in some way.
However, the decision making theories that are categorised as goal
directed remain methodologically individualistic and do not incor-
porate the feedback loop between individual behaviour and socially
constructed preferences. This research requires a middle ground, so
Chapter 2 traces the development of rational choice and expected
utility theory as it has moved to relax its assumptions and broaden
the conception of homo economicus in order to take into account the
observed behaviour of decision making agents.
Chapter 3 will begin the empirical analysis of national pride, look-
ing at its relationship with compliance behaviour generally by inves-
tigating data from the World Values Survey (WVS) and European
Values Study (EVS). The influence of national pride is investigated in
relation to a range of decision making behaviours regarding whether
to comply with laws, whether to contribute to public goods (and how
much to contribute), how to deal with externalities, and the accep-
tance of “outsiders” as part of the ingroup (the willingness to have
certain categories of people as neighbours). The first three types of
decisions fundamentally require some sort of cooperation and coor-
dination, and the last requires an understanding of the ingroup and
outgroup and the conditions under which an “other” would be per-
mitted into the ingroup.
This chapter finds that there is a consistent, statistically significant,
and positive relationship between higher levels of self-reported na-
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tional pride, and the willingness to cooperate in compliance situa-
tions and public good provision. In addition, there is a positive rela-
tionship between national pride and membership of certain types of
voluntary organisations that may be proactively involved in produc-
ing public goods or social capital. However, there is also evidence
of the “dark side of national pride”, so-called due to its relationship
with exclusionary attitudes relating to members of certain outgroups.
In order to specifically test one of the compliance relationships dis-
covered in Chapter 3, a laboratory experiment is reported in Chap-
ter 4, providing additional support for the hypothesis that national
pride has very real consequences. The experiment design has sev-
eral elements: a standard tax compliance experiment, a psychological
framing trigger, and the recording of Heart Rate Variability (HRV) in
an attempt to identify a physiological marker of national pride. A
well established tax compliance protocol is used, with a real effort
task required to earn income, subject to audit rule and fine rate. Us-
ing a subject pool of 138 participants, the sample comprised 57% of
Australian citizens and 43% non-citizens.
An interesting feature of this experiment is the inclusion of a prim-
ing event, exposing participants to one of three different videos of
almost exactly equal length. There are two treatments: one is a video
depicting Australian national icons, such as the Sydney Opera House
and Uluru; the other is a video depicting Australian successes in
sport, primarily from the past ten years. The control is a random
iTunes visualisation set to a piece of music by Mozart. In addition,
HRV is monitored throughout the experiment, collecting measure-
ments that indicate whether the participants were relaxed or excited
by the psychological trigger. The differences in tax compliance are
then analysed with respect to the different treatments. The results in-
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dicate that Australian citizens who are relaxed by the priming trigger
depicting iconic images demonstrate a higher tax compliance ratio
than non-Australians in the control who are not relaxed by the psy-
chological framing.
The analysis presented in Chapter 5 offers another perspective on
the consequences of national pride. By this stage, the analysis has
moved from the general attitudinal study in Chapter 3, to the nar-
rower experimental study in Chapter 4, and now turns to a specific
behavioural study on loyalty that exploits a real change in the institu-
tional environment. Due to the limitations of each type of empirical
instrument, several different approaches are used in order to get an-
other perspective on the consequences of national pride. This chapter
uses the natural experiment setting created by the reunification of
Germany – a dramatic and important political event – to examine
how identification and loyalty can influence decisions to leave or stay
with a group, even when exit is a materially attractive option. Pooled
cross-sections from a longitudinal dataset on the actual outmigration
choices of East German citizens are analysed with respect to several
loyalty-related proxies in order to determine if the people who chose
not to migrate to West Germany exhibited some identity effect. The
empirical evidence indicates that the East Germans who remained
behind had loyalty and identity related reasons for doing so.
The advantage of implementing a multi-pronged empirical approach
is that the issue can be analysed from different perspectives, and in-
sights gathered to form a more coherent and robust idea of the rela-
tionship under consideration. By investigating a large international
dataset in Chapter 3, conducting a specific laboratory experiment re-
ported in Chapter 4, and analysing data on a natural experiment in
Chapter 5, it is possible to capture the strengths of each empirical
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approach while mitigating the weaknesses. However, of course there
are weaknesses, which are discussed in Chapter 6, along with a gen-
eral summary of the results of the thesis. Chapter 7 briefly outlines a
wide range of possible directions for future research before offering
some conclusions.
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2
M O T I VAT I O N A N D B E H AV I O U R
Force is not an “observed” datum, in physics. All that is observed is the
effect, the motion. Yet physics has not been able to leave the concept of force
out of the discussion. It is explained away, as merely a symbol, but is still
used. In physics, however, no actual contradiction is involved, for force, be-
ing simply an inference from the effect, necessarily corresponds exactly with
the latter, qualitatively and quantitatively. In human behavior, the analogue
of force is the motive; the motive is what “makes” people do as they do. As
in the other case, the logically consistent thing to do would be to leave it
out and simply talk about the behavior, which alone is observed in the sci-
entific sense, and the only thing we can ever hope to agree about. But we
cannot. We know that the motive is really there, as we do not know in the
case of the mechanical force, through our own feelings and through social
communication... In physics there can be no discrepancy between force and
effect because the former is only known by inference from the latter; but in
human phenomena we have two sources of knowledge of motives, namely in-
ference from observed behavior on the one hand, and on the other, knowledge
in ourselves directly and in others through communication. Hence the clash.
Application of the natural science logic, making motive the analogue of force,
leads to the assertion that motives always correspond exactly to behavior.
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Frank H. Knight, in a lecture for the Philosophical Club at the Uni-
versity of Iowa, 11 November 1924. Edited and published by Ross B.
Emmett (2011).
2.1 introduction
The idea that motive is to economics what force is to physics is a sen-
timent that Knight repeated in several lectures and papers (Frank H.
Knight 1925, Emmett 2011). As he points out in the passage quoted
above, while ‘force’ can be observed through its output effect, ob-
servation of human behaviour does not yield the same information
regarding human motivation. This chapter will consider several can-
didate perspectives for opening the ‘black box’ of human behaviour
in search of a foundational theory on which to base future empirical
studies and interpretations of the results. However, the dream of one
grand, coherent theory with which to analyse this topic is quickly
dashed by investigation of the literature.
While this thesis might begin with a naı¨ve hypothesis (derived
from the anecdotal evidence mentioned in the Introduction 1) that
national pride has some causal effect on human behaviour, the mech-
anisms or processes through which that effect takes place are far
from obvious, simple, or naı¨ve. If one takes a step back and starts
asking questions from a relatively fundamental basis, such as ‘what
drives behaviour in general’, there are a few contenders offering the
prospect of an answer. This chapter examines the usefulness of these
contending and contentious theories when applied to the task of
analysing the effect of national pride. The aim is to identify drivers
of behaviour that can inform the relationship between national pride
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and compliance or cooperation and provision of public goods or res-
olution of the social dilemma. Theory choice is an important part
of the scientific process, thus considerable attention is given to the
candidate perspectives for the analysis of national pride.
As will be discussed in this chapter, the first point of contact for an
economist aiming to analyse human behaviour is the rational choice
theory, in which a utility maximising decision maker optimises across
a range of options subject to certain constraints. This narrow concep-
tion of homo economicus has been criticised, and as will be evident
in the discussion to follow, is not useful for analysing national pride.
Although bounded rationality was first proposed by Herbert Simon
over 65 years ago, recent years have seen increasing development
of this alternative to rational choice. The main thesis of this theory
is that humans are subject to cognitive limitations and thus are not
capable of the sophisticated calculus required in the rational choice
tradition. Rather, individuals operate under conditions of imperfect
information, competing objectives, and cognitive limitations. The best
people can do in such circumstances is to satisfice; that is, they can
select the target aspirational level of achievement or minimal search
criteria and stop search or stop effort once those conditions are met
(Shabnam Mousavi & Gerd Gigerenzer 2014).
These two important theories are placed on a continuum by Nielsen
(2010, p. 17), who suggests that bounded rationality and economic ra-
tionality “do share the notion that behaviour is generally intentional
or goal-driven. In this regard, they are positioned towards one end
of a continuum, the other end of which holds the perspective that
behaviour is driven largely by a human need to constitute identity
within a social and cultural context”. In these few short lines, Nielsen
neatly encapsulates the difficulty in reconciling the existing literature
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and theories on decision making and national pride. While expected
utility and bounded rationality are two very different theories with
radically different assumptions, they are both on the end of the contin-
uum where decision making is inherently intentional and goal driven.
At the other end of the spectrum lies theories regarding the formula-
tion of identity, wherein behaviour is driven by the need to behave in
ways that formulate identity, and to then act in line with that identity.
However, such a categorisation of theories as either goal-oriented
or not goal-oriented is disputed. While Nielsen places them on a
continuum, Henry J. Aaron (1994) states that insofar as all human be-
haviour is purposeful for the individual actually doing the behaviour,
then all behaviour is goal-oriented. From the perspective of the actor,
the behaviour will have a goal. This is the case even if it might appear
that a person is acting against their own best interests when viewed
from the perspective of a policy maker or third party observer; there
will be internal reasons driving the individual’s actions that may not
be obvious to an observer. Ronald L. Akers (1990) also discusses how
it does not matter for policy whether the behaviour is ‘rational’ or not
because all behaviour is goal oriented behaviour.
This line of thought suggests that people do not act for no reason
at all, so if behaviour does not match rational assumptions it is not
a problem for the behaviour, and the rational-irrational distinction
does not matter. Kurt W. Rothschild (2001) indicates that there is
no single dominant human motivation that would be able to explain
all behaviour under all circumstances and warns that this complexity
means a ‘general theory of human behaviour’ will not be produced
– instead it might be necessary to produce a complex set of theories
to suit the intricacy of human behaviour. It might be that a range
of smaller theories is necessary, each of which can be used in differ-
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ent cases, in different contexts, and for different reasons. It might
be necessary to work with the notion of context-dependent decision-
making, a concept that will be discussed further in this chapter.
In contrast with the perspective discussed in Akers (1990) regard-
ing the irrelevance of theory choice on empirical predictions, there
are several arguments indicating that the choice of theory could in
fact have very different implications for predictions and policy im-
plications, particularly where the situation involves a social dilemma.
As explained in Chapter 1, a social dilemma can refer to any situa-
tion where there is a conflict of interest between private interests of
particular individuals and the broader public interest within a society
(Kollock 1998).
Thus, it matters whether the theory predicts purely selfish individ-
ual behaviour and treats anomalies as ‘irrational’, or whether the the-
ory can incorporate socially oriented behaviour. As discussed previ-
ously, the social dilemma occurs when an individual receives a higher
personal benefit from non-cooperative behavior with regards to the
other people within a society, even if all individuals are better off
when everybody cooperates (Dawes 1980, p. 191). The externalities
due to overfishing and overgrazing and the tragedy of the commons
(Garrett Hardin 1968) present a social dilemma: the decisions that
lead to this outcome are “individually rational, but collectively sub-
optimal or even disastrous” Elster (2007, p. 305). Thus, the require-
ment for collective action in obtaining the socially optimal outcome
cannot be avoided.
National identity and the concept of national pride could feasibly
be interpreted with respect to any of the theories discussed, depend-
ing on the willingness to accept certain assumptions. The following
discussion covers the standard economic theory of decision making,
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as well as the theory of bounded rationality. In setting sail across such
vastly different theoretical ‘oceans’, it is necessary to retain sight of
the shore. This examination of candidate theories originally aimed
to establish a theoretical basis for the proposition that national pride
exerts an influence on decisions, and therefore on behaviour. This is
no small task, and as mentioned, the outcome was not a discovery of
one theory, but the possibility of several smaller context dependent
rules of thumb.
The main difficulty is that national pride is not exogenous. Na-
tional pride by its nature relates to pride in a group of which one is
a part, hence it demands a social explanation regarding social inter-
action. So far, it seems there is no grand theory that can provide this
explanation. Instead, this chapter evaluates each of the candidate the-
ories in terms of their ability to account for the dynamic and complex
concept of national pride. Some theories, or extensions to theories,
are better able to incorporate the decisions that require compliance
or cooperation to achieve a positive collective outcome.
This exploration of the available candidate theories first visits the
rational choice option, and then searches beyond rational choice on
the quest to discover an explanation for the influence of national pride
on economic decisions, charting the extensions to the rational choice
framework, and taking in behavioural economics and other tools for
the purpose of exploring social interactions. The final stage reviews
the ability of bounded rationality to go one step further in offering
a viable alternative for analysis of social interactions and decision
making phenomena.
The rest of the chapter is divided as follows: Section 2.2 briefly vis-
its some literature in the area of mainstream rational choice and tradi-
tional economics of individual decision making before discussing the
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extensions to theory that have been used to analyse decision making
in groups for collective action, developing the argument firstly from
the perspective of small groups and then moving to larger N-person
groups, and then to identity economics. During the process of this
overview, the suitability of the theory and its extensions with respect
to analysing national pride will be examined and discussed. The next
step is an overview of the literature that has worked to extend the ra-
tionality assumption and introduce a broader set of motivations into
economic theory. Section 2.4 then reviews the alternative to rational
choice offered by bounded rationality and heuristics, and Section 2.5
concludes.
2.2 rational choice
Traditionally, the first port of call for an economist interested in deci-
sion making is to employ the rational choice framework. Under the
assumptions of self-interest, this leads to certain prescriptions for the
self interested utility maximising strategy. In its basic form, use of
this paradigm would view a sacrifice for the benefit of others as non-
rational and as such, actions taken in the national interest, or costs in-
curred in the name of national pride reflect what is referred to as the
‘puzzle of compliance’. The term puzzle is used in the spirit of Elster
(2007, p. 215): “By a ‘puzzle’ I shall here understand observed behav-
ior that seems recalcitrant to rational-choice explanation”. However,
if the assumption of utility maximisation is abandoned, the ‘puzzle’
of compliance disappears.
Likewise, the social dilemma is arguably something that only exists
in theory, it is solved every day by billions of people in millions of
contexts with potentially thousands of decision rules, values, or mo-
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tivations driving their behaviour. Section 2.4 develops the argument
further. This section will trace the development of standard theory
as it came into contact with various objections and criticisms, since
in many cases, the response of theorists to those objections and criti-
cisms has been to explicitly extend the motivations of homo economi-
cus to include a broader set of preferences and motivations. While
discussing the development of the standard theory, the usefulness of
the assumptions and the theory at each stage will be assessed for its
application to the analysis of national pride.
The exploration will begin with a brief visit to rational choice the-
ory and traditional economics of individual decision making before
discussing the extensions to theory that have been used to analyse de-
cision making in groups for collective action, firstly in small groups
and then in larger N-person groups. These extensions have been in-
troduced into the standard theory in order to ‘account for’ a broader
set of motivations, as the narrow conception of homo economicus has
been criticised for lacking social skills. The study of national pride
requires a broad set of motivations for behaviour, as there is little in
the rational calculus that can account for some of the actions taken in
the name of the nation. The next step is an overview of the literature
that has worked to extend the rationality assumption and introduce
a broader set of motivations into economic theory.
Yet, even with a survey of these newer literatures that have certainly
improved the explanations of behaviour and motivations, there is a
persistent issue regarding the context in which decisions are made:
the problem of individual context versus the social context is not re-
solved. There is a problem with analysing and measuring an element
such as national pride at the individual level when it is constructed
at the social level. National pride is only experienced due to the exis-
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tence of the social abstraction of the nation, and the national identity,
with which an individual can identify, and through which they can
experience a positive feeling with respect to their personal identity.
Thus, national pride is an individual feeling, but it is produced in
relation to a concept or abstraction that exists at the social level.
2.2.1 Standard economic tools: expected utility
There are certain mainstays of usual economic theory, and it is in-
structive to trace the history of how these mainstream theories have
developed in response to criticism regarding the narrowness of their
assumptions. At each stage, the usefulness of the theory for ex-
plaining national pride will be assessed. Even though the rational
paradigm has been heavily criticised, the framework of expected util-
ity theory (EUT) is still the mainstream economic theory, and the self-
interested rational utility maximiser has been “the major paradigm in
decision making since the end of the Second World War”, (Paul J.H.
Schoemaker 1982, p. 529), providing a behavioural template for pol-
icy during the intervening decades, both for economics and political
science (Nielsen 2010).
For example, Schoemaker (1982, p. 529) lays out the formulation of
decision making under risk:
Given n outcome vectors x¯i and n associated probabilities denoted
by Pi such that
n
∑
i=1
Pi = 1 (1)
decision making is formulated as agents “maximising their individ-
ual utility functions” (Akerlof & Kranton 2010, p. 21). The expected
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utility model “predicts or prescribes” (Schoemaker 1982, p. 530) that
people will maximise:
n
∑
i=1
F(bi)U(x¯i) (2)
The probability variable is not that relevant for the purposes of
analysing group interactions, which are perhaps better suited to one
of the variants of expected utility theory, such as the economics of
crime (Gary S. Becker 1968b), or the extension of that model to tax
compliance (James Alm & Benno Torgler 2011). These approaches
use the traditional rational choice argument which begins with the
assumption that a rational agent will not take an action if the expected
costs outweigh the expected benefits (Elster 2007, p. 335). In fact,
most empirical studies based on the theory begin with the expected
utility model, even though many of those same empirical studies find
evidence of far more cooperation than is predicted by the standard
model.
To reconcile this inconsistency, researchers have had to look outside
the rational paradigm. For example, Erard and Feinstein (1994) are
cited in Benno Torgler (2004a, p. 237), stating: “One important reason
why the conventional expected utility model of tax compliance over-
predicts the prevalence and extent of tax evasion is that compliance
behaviour is assumed to be motivated solely by financial considera-
tions, whereas in reality many taxpayers are influenced by a variety
of other feelings, which we will call moral sentiments”. This variety
of other feelings, and values, and rules of thumb, and ‘drivers’, are
some of the factors that assist in resolving the social dilemma.
In the form presented above by Schoemaker, there is no mention
in expected utility for social interactions regarding concepts such as
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national pride or national identity, or any type of emotion, because
at this point, the rational paradigm does not have a way to endoge-
nously model the social interactions that produce social preferences.
In order to include national identity or national pride (or emotions
in general) there is the option to add them on to the utility function
as an exogenous factor (see Akerlof and Kranton’s Identity Economics
discussed in Section 2.3.2). However, these feelings and preferences
are not exogenous. Simon (1983, p. 75) hints at the reason behind
this: “our values, the alternatives of action that we are aware of, our
understanding of what consequences may flow from our actions – all
this knowledge, all these preferences – derive from our interaction
with our social environment”.
As mentioned in the introduction, the main problem is evident
when attempting to use traditional economic theory with its foun-
dation of methodological individualism in the analysis of decision-
making that results from social processes. Here traditional theory
is understood as described by John B. Davis (2003): specifically, the
branch of economics that has followed the rational choice framework
of atomised individuals in self interested decision making. Davis
(2003) also notes the paradox this definition creates for economic the-
ory. While tastes are assumed to be characteristics that change with
the individual, identities and the norms that arise from those iden-
tities are derived from the social context (George J. Mailath & An-
drew Postlewaite 2003). An attempt to incorporate national pride
into the individual’s decision making equation simultaneously both
ignores and relies on the social context and the social construction
of the ideas relating to ‘nation’, ‘nationality’, ‘national identity’, and
‘national pride’.
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Tax compliance is one example of an empirical research program
that has consistently discovered a higher level of compliance than
traditional theory would predict. Most analyses of tax compliance
begin with the Michael G. Allingham & Agnar Sandmo (1972) ap-
proach that was extended from the Becker (1968b) economics of crime
approach, and then further extend the utility maximising framework
from there as required. Alm & Torgler (2011) analyse tax compliance
by constructing an EUT framework to model the costs and benefits
of declaring honestly or evading taxes. An individual receives fixed
income of I, pays taxes at a rate of t on every dollar D that is declared,
and pays no taxes on unreported income. There is a fixed audit prob-
ability of p, and if underreporting is discovered, the individual must
pay a penalty at a certain rate f . Income Ic if caught underreporting
is equal to
Ic = I − tD− f [t(1− D)] (3)
If underreporting goes undetected, income IN is
IN = I − tD
Or, income less the taxes paid on unreported income.
A rational agent will maximise expected utility subject to the costs
of compliance and the benefits of defection, defined as:
EU(I) = pU(Ic) + (1− p)U(IN) (4)
Utility is a function of income and this equation indicates that an
individual’s decision will depend on the (individual) costs and (indi-
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vidual) benefits, but it raises the question as to what this means for
cooperation in group or collective action. Is this extendable to the
collective or does the social dilemma remain? Alm & Torgler (2011)
discuss the previous literature on tax compliance that has generally
found the extent of compliance is far higher than would be predicted
by the expected utility equation presented here. This is because indi-
viduals are solving the social dilemma outside of the parameters of
this model, which assumes a material welfare maximising individual
facing a decision about whether to participate in collective action or
not. Alm & Torgler (2011, p. 648) suggest ethics as a candidate ex-
planatory factor that exists outside the parameters of this model, and
argue for the recognition of a “full house” of motivations beyond the
cost-benefit maximising decision presented above. Yet, ethical consid-
erations and norms must be distinguished from behaviour, and from
beliefs about the behaviour of other people. While a strong ethical
imperative to act in a certain way would compel a person to behave
in a way that was against their material interests, if there were no
such strong ethics or adherence to norms, beliefs about the behaviour
of other people might change the behavioural outcome.
This returns the discussion to the standard problem: coordinat-
ing mutually beneficial actions with another person generates a so-
cial dilemma because each individual has an incentive to defect from
cooperation and gain the benefit of the other person’s effort, even
though everyone would be better off if all cooperated. Of course,
since each person knows this to be the case, other participant(s) will
be making the same calculations regarding their own costs and bene-
fits of actions. The standard problem of coordinating cooperative ac-
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tion for collective benefit (or solving the social dilemma) is summed
up neatly in the following:
“The potential for cooperation arises when each player can help
the other. The dilemma arises when giving this help is costly. The
opportunity for mutual gain from cooperation comes into play when
the gains from the other’s cooperation are larger than the costs of
one’s own cooperation. In that case mutual cooperation is preferred
by both to mutual noncooperation (so-called non-defection). But get-
ting what you prefer is not so easy. There are two reasons. In the
first place, you have to get the other player to help – even though
the other player is better off in the short run by not helping. In the
second place, you are tempted to get whatever help you can without
providing any costly help yourself” (Robert M. Axelrod 2006, p 173).
In this short description, Axelrod has referred to two of the prob-
lems in coordinating cooperation for mutual benefit: the individual
expected benefit versus perceived costs of action; and the problem of
free riding, as all players have an incentive to defect from participa-
tion and secure an advantage for themselves. Again, this formulation
is presented from the perspective of methodological individualism, as
only the individual exists, and only individual costs and benefits are
taken into consideration. Several other costs need to be taken into ac-
count, as work in philosophy and psychology1 recognise the psychic
costs of deviating or defecting2 from expectations or perceptions of
fairness with whom one interacts3. However, this brings the analysis
back to the problem that the ability to incorporate those costs, calcu-
1 Referred to in Brian Erard & Jonathan S. Feinstein (1994)
2 A model for this can be found in Erard & Feinstein (1994)
3 See, for example, Elster (2007, pp.334-335)
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lated from the perspective of the individual and included in the cost-
benefit equation, relies on the existence of a social structure (which
can be conceived as either formal or informal institutions, or both)
that impose the costs. As yet this analysis does not not have that
social structure or a model of it from which to impose the costs.
2.2.2 Criticisms of EUT and homo economicus
There are at least three types of criticisms of EUT and homo economi-
cus: there are fundamental criticisms of EUT in its entirety (rejecting
all the assumptions and models based on those assumptions); there
are criticisms of the ‘narrow’ range of motivations attributed to homo
economicus (calling for additions to the EUT); and then there are crit-
icisms of the way EUT has come to be interpreted. Beginning with
the last criticism first, it is evident that while expected utility has
commonly been used in a way that predicts very little cooperation or
other regarding behaviour, there are some economic theorists who ar-
gue that this is neither how it should be used, nor what was intended
in theory, even if it is what we have in practice4.
The historical development of rational choice and the process of
removing psychological motivations and social contexts from choice
theory is described by Davis (2003), reflecting comments by Axelrod
(2006) who recognised that while rational choice theory is a deliber-
ately abstract tool for analysis it does not completely disregard the
possible existence of other motivations. Axelrod called the interpre-
tation of rationality as purely self interested a “crude error”. Akers
(1990) constructs the rational paradigm as one element of the social
4 For instance, see discussion in Samuel Bowles (2009)
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learning theory, and not the other way around. That is, decisions are
affected more strongly by such factors as the social environment, so-
cial learning, and past experiences than they are by a calculation of
costs and benefits that may be incurred by or accrued to some remote
and uncertain chance.
However, if ‘economics is what economists do’5, this perhaps ex-
plains how economics arrived at the point where it is dominated
by the self interested welfare maximising homo economicus. Nico-
laas J. Vriend (1996, p. 264) revises the original statement to read
“Economics are the as such acknowledged discourses of those who
are in turn considered economists”.
The second criticism is based on the contention that the motiva-
tions of homo economicus are too narrow, which has inspired re-
sponses that attempt to change the discourse of economics, ever so
slightly. In this case, when empirical evidence finds a breach of ratio-
nal choice theory, the response has been to modify the theory, but still
preserve expected utility at the core. “These modifications represent,
in Selten’s (2001) words, a ‘repair program’ that aims for minimal di-
vergence from homo economicus by inserting emotions, social norms,
and forms of social intelligence into the utility function” (Ralph Her-
twig & Stefan M. Herzog 2009, p. 666).
The “as if” criticism raised by Nathan Berg & Gerd Gigerenzer
(2010) places behavioural economics in this category, with the claim
that behavioural economics has only made minor modifications to ra-
tional choice theory. This is because behavioural economics picks up
where mainstream economics leaves off: at the point where the tra-
ditional assumptions of economic rationality can no longer account
for an observed action. By borrowing from psychology and sociol-
5 A comment attributed to Viner in Kenneth E. Boulding (1966)
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ogy, behavioural economics has been able to ‘deal’ with some of the
apparent anomalies in the conduct of homo economicus.
Yet it has to be noted that these are still treated as ‘deviations’ from
a self-interested rationality and, by orienting the analysis in this way,
classical economic rationality is still situated at the centre of the in-
quiry. It may be that the starting presumption (the “crude error”), of
self-interested rationality to the exclusion of any other type of ratio-
nality is the problem. It is true that in many cases, the response of
theorists to objections and criticisms has been to explicitly extend the
motivations of homo economicus to include a broader set of prefer-
ences and motivations.
While the basic assumptions of mainstream economics tends to
treat individuals as “autonomous or even atomistic”, an economics
literature has emerged and developed with less emphasis on the in-
dividual and more recognition of the embeddedness of social and
economic relationships (Davis 2003, p. 16). In many ways, this liter-
ature not only extends the traditional models, it is a revival of some
older models, by returning to a psychological motivation for action.
The idea is that by reorienting economics and the economic model
of man, by using a more sophisticated idea of motivations, and by bas-
ing theories in psychological motivation, researchers might be better
able to solve the puzzles that resist analysis by standard economics
(Torgler 2003, Torgler, Schaffner & Macintyre 2010). Extensions to the
utility function are achieved through elements such as “exotic pref-
erences” (Loewenstein 2007) in order to account for and explain the
puzzle of compliance. Again, exotic preferences, refined ideas of mo-
tivations, and embeddedness of relationships, are all descriptions of
those multitude of factors (not one grand theory) that drive decision
making to solve the social dilemmas.
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With respect to the first criticism of rational choice referred to
above, which reject its premises and assumptions outright, this is
rather more serious and has prompted more extensive responses. The
theory of bounded rationality and the heuristics program offer a seri-
ous alternative to rational choice, which will be discussed in Section
2.4.
2.2.2.1 Small groups
Gary S. Becker (1974) suggested a theory of the family in which there
is a small, defined family group with a head of the household. Becker
first constructs the individual utility function to include a range of
commodities and wants, then suggests a production function that
indicates the ability of the individual to produce these commodities,
depending not only on their own education and resources, but also
the related characteristics of others. One of these characteristics might
be the good opinion or respect of others, including the distinction in
which one is held.
Becker then narrows the utility function to depend only on distinc-
tion, or reputation. The idea of ‘distinction’ is not new as a motiva-
tion in human behaviour: Becker mentions historical references by
Marshall, Nassau Senior, Bentham and others (Becker 1974, p. 1064)
regarding the importance of this element. In Section 2.3.2 this idea
of distinction will be discussed with respect to Akerlof & Kranton’s
(2010) idea of social categorisation, or even to the identity of being
‘distinctive’, or ‘one who has distinction or esteem’. The production
of distinction or reputation relies on ‘social income’:
U = Z(x, R)
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Where a single commodity, R is produced with a single good, x.
Then,
R = Di + h
where Di is the inherited social environment, and h is own contribu-
tions to improve that environment.
This refers not just to the individual’s income but also the monetary
value to the individual of the related characteristics of others. The
production of this commodity (described by Ronald Wintrobe (2006,
p. 27) as ‘esteem’) is affected not just by what the individual does
with their own individual talents and costs to increase the amount of
a single commodity (R), but also depends on the social environment
into which they were born (Di). Their own additions to the inherited
social environment are given by (h), and they maximise their utility
based on the distinction, the inherited environment, their own addi-
tions and the costs of making those additions to reputation.
The analysis is then taken a step further to assume that the head
of the family cares about the other members of the family sufficiently
that he or she will make transfers to the family based on the social
income of the whole family, and will compensate family members for
losses due to disaster.
The “social income” of the head becomes
Si = Ii + pRDi = px + pRR (5)
where pR is the price of a unit of R − this is the cost of making
transfers to other members in the family. If those transfers are costless
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then pR = 1. If Di = Ii and Ij is the income of another family member,
then the income of the head of the family is
Si = Ii + Ij = Iij (6)
Thus the income of the head is the family income.
If the head distributes the family income among all members of
the family, then every one will care about the income of the family
as a whole. Even if family members try to act selfishly by defecting
and decreasing the family’s overall income, the transfers that take
place within the family unit will adjust to this and the selfish mem-
ber will receive lower transfers, thereby making themselves worse off.
Therefore, even a selfish family member has an incentive to try and
maximise the family’s income so as to maximise their own share of
the transfers.
The economics of the family is an important step towards using
group interactions to explain what could seem to be non-rational be-
haviour, that is, when family members seek to maximise the family
income (benefiting others, not just themselves). Applying the eco-
nomics of the family to an analysis of cooperation at the national
level could depict the nation as one big family. The dynamics of obli-
gation, reduced transaction costs in finding out information about
the other person’s trustworthiness, and the predictable behaviour of
others in the group may mean that organising collective action in the
nation is easier and increased interactions work to ensure successful
cooperation.
There are other useful advances that can be transferred from the
economics of the family to analysing the economics of national pride
and the nation. Being a family member promotes cooperation and
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helping behaviour, building up cooperation and reciprocal obliga-
tions without payment. In the same way, shared nationality and a
shared identity and history of a nation may also reduce transaction
costs in assessing the other person’s trustworthiness, and may also
develop reciprocity and cooperation.
Another similarity is found regarding the membership of the group.
Social categorisation as a member of the family is clear, and it is also
possible to clearly signal one’s nationality. Rules and norms of be-
haviour develop within the family in response to the need to inter-
nalise the externalities and this happens due to social interactions
within the family (Becker 1974, p. 1078). A similar process could be
suggested for national pride and national identity; rules and norms
pertaining to being a particular nationality develop through social
interactions in order to take care of externalities.
However, there is one key difference between the family and the
nation. While the family can be small or large, the nation will be
relatively big in comparison. In a large group, the free-rider problem
will arise (Wintrobe 2006, p. 29) as defectors cannot be identified as
readily as they might be in a family group. Defining the family is
simple, and identifying and dealing with the problem of freeriding
can be done at a lower cost in such a small group. In contrast, the
nation is a large group – an imagined community (Anderson 2006) –
and any one person will not have social interaction with everyone in
the nation.
2.2.2.2 Large groups
The problem of coordinating action for mutual benefit at the national
level can also be construed as large group strategic game. As El-
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ster (2007, p. 392) points out, whenever there are positive or negative
externalities in collective action, it produces an N-person Prisoners’
Dilemma. In this case, it is interesting to understand “whether and
how n agents or players may achieve an unenforced coordination of
their strategies” (Elster 2007, p. 312). Furthermore, it is interesting
to determine how coordination is organised for mutual benefit, and
how cooperation addresses the enduring dilemma of public goods
and negative externalities6.
In an N-person interaction, the personal cost is likely to be quite
high relative to the individual share of the benefit, so it would make
even more sense for the individual to shirk their role in the group
activity and rely instead on the other members of the group to take
the action. If the analysis is extended to patriotic duty and sacrificing
one’s life for the country, the private costs may be considerable in
proportion to the share of the benefits.
Yet, cooperation can and does exist, both in theory and empirically.
Axelrod (2006) explores the evolution of cooperation by changing the
oneshot game to an iterated prisoners’ dilemma in which the same
players will meet each other again, and found that cooperation can
develop, particularly if the players will interact again, as they have
a “stake in their future interaction” (Axelrod 2006, p. 20). This re-
sult is mainly based on reciprocity and coordination and the process
of inducing conditional cooperation. With repeated interactions, the
likelihood of meeting the same players again reduces the incentive
to exploit the player in the first meeting and increases the incentive
to cooperate for mutual benefit both in this interaction and in future
interactions.
6 The “unintended consequences” referred to by Elster (2007, pp. 300–311)
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At this point it is relevant to question what is being reciprocated
in relation to the nation and national pride. In cooperation at the
national level, individuals may see that other people cooperate or
comply and then base their cooperative decision on that observation.
People see that others are waving flags, paying taxes, going to war,
spending in a recession, supporting the troops overseas, cheering on
national sporting teams – in short, others are discharging their pa-
triotic duty. This conditional cooperation and expectation of future
reciprocity sets up the conditions for cooperation to evolve. An em-
pirical study by Bruno S. Frey & Benno Torgler (2007) examined tax
compliance, bringing considerations of conditional cooperation as a
determinant of the likelihood of paying tax, finding that social inter-
actions were an important factor in the willingness to pay taxes.
Axelrod (2006) suggests that coordination can be improved through
a central government. In fact, it has been argued that the devel-
opment of a centralised authority is the successful management of
coordination and collective action problems (Elster 2007, Joseph E.
Stiglitz 2000). This implies that the existence of the group may and
could precede the government, and values that are espoused by a
government could have existed long before (in the group). The cur-
rent authority may be gaining airtime or legitimacy by ‘cashing in’
on social values of the group or aligning themselves with positions
that are already important to the group. As such, there is a risk of
alienating the group (the citizens) by cynically manipulating national
sentiments for personal gain (Michael Wenzel 2007). Thus, in order
for government coordination to function as described, it is necessary
that the group (the citizens) trust the government to some extent, and
that neither politicians nor civil servants suffer from any incentive
problems.
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From the perspective of Axelrod’s suggestion on methods to im-
prove coordination, a central government could coordinate promo-
tion of harmony and belonging, encouraging the labels, identity, and
reputation that improve the likelihood of cooperation among the citi-
zens. Another method of improving coordination is by changing the
ways in which participants interact: educating the participants to care
about each other, and finding a way to teach them that reciprocity is
valuable (Axelrod 2006) by establishing rules, morals, and values.
A government that has access to communication resources, and a
certain degree of control over the construction of national identity
can encourage national pride for the purpose of eliciting compliance.
As discussed in the previous chapter, it has been suggested that this
method is used during school years, allowing socialisation at an early
age. Improving national pride may change the terms of interaction
so that citizens are more likely to cooperate with each other, and to
cooperate with the government.
Expectations of reciprocity and notions of fairness, morals, and
ethics can change the ways that participants interact (Axelrod 2006).
This is illustrated by the rates of cooperation observed in experimen-
tal evidence from the “Ultimatum Game”. In this game, two partici-
pants, the Proposer and the Responder must interact to determine the
allocation of a certain sum of money or some other resource. The Pro-
poser suggests a division of the money, and if the Responder accepts,
the division takes place, but if they reject the offer, neither participant
receives anything.
Elster (2007, pp. 334-335) describes how the Ultimatum Game re-
sults in modal offers of 6,4 where it should result in 9,1 (if individuals
were totally rational). In this case, a notion of “fairness” develops - re-
gardless of whether the participants will have future interactions and
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can expect reciprocity. If someone offers an amount too small, the
responder rejects the offer to punish the proposer, and it is a signal
that the proposer has not acted fairly, and thus has been punished in
the conditional cooperation.
However, while these findings are stable across thousands of ex-
periments in many countries, they are not stable once a particular
condition of the game is changed – namely that the Proposer is con-
strained to make an offer of 8,2. If the Proposer is no longer free to
choose the allocation, but is forced by the experiment design to offer
a division of 8,2 (80% for the Proposer and 20% for the Responder),
then the offer is rejected less often, indicating that the decision of
the Responder to accept or reject an offer is based on a perception of
fairness.
In the unconstrained Ultimatum Game, the Proposer anticipates
the rejection of any unconstrained offer that is too small and tries
to make an offer that will satisfy the Responder’s notion of fair-
ness. This process requires a shared understanding about what is
fair. There may exist a social norm that demands the Proposer has an
obligation to act in a fair way. Likewise, the social norm of patriotism
or national pride might demand an obligation to act (fairly) on that
patriotic duty, and pay taxes or defend the country, solving the social
dilemma.
Additionally, certain identity markers such as sex, age, skin colour
and styles of clothing can constitute a type of label (Axelrod 2006,
p. 146). From the perspective of game theory, certain people can then
be expected to behave in certain ways, offering useful information
about the kinds of strategies a player is likely to employ before the
interaction even begins. The right kind of signals can encourage co-
operation in the first interaction. This could be related to a situation
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in which two people of the same nationality meet, knowing that since
they have both experienced a similar socialisation process and have
participated in similar rituals, they can expect that both hold the same
values.
A further condition that may facilitate cooperation in the N-person
Prisoners’ Dilemma is the ability to easily identify certain players
with whom interaction has taken place, and with whom interaction
will take place in future. This requires being able to take into ac-
count the history of the interaction up to date (Axelrod 2006, p. 32).
In addition, being able to anticipate interactions over a longer time
horizon will increase the credibility of the threat of reciprocity and
punishment for defection (Axelrod 2006, Elster 2007) as well as assist
in understanding the potential for long term benefits of cooperation.
The notion of patriotic duty suggests an obligation or expectation
that people should act for the common good, for the benefit of oth-
ers, for the ‘imagined community’ of which they are a part, and with
whom they will continue to interact in future. In fact, perhaps the
notion that the nation is eternal (Ugo Pagano 1992, Anderson 2006)
might facilitate cooperation over a longer time horizon. There may
even be an argument for intergenerational cooperation – ‘I cooperate
now so your descendants will cooperate with my descendants, ensur-
ing the continuation of my genetics’. Simon (1983, p. 54) discusses
a similar process with respect to cultural fitness and the complex
relationship between intergenerational transmission of cultural and
biological characteristics.
One problem with making strategic decisions in an N-person con-
text is that the decision maker needs information about all the other
players with whom they are interacting, as “[t]he most important
source of belief indeterminacy arises in strategic interaction, when
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each agent has to form beliefs about what others are likely to do on
the basis of their beliefs...” (Elster 2007, p. 209).
When there is little information, Elster (2007, p. 208) suggests that
“[r]ational-choice theory cannot guide us well in these situations. The
theory is helpful in highly structured situations about which a great
deal is known... but less so in unknown environments”. Since it is
hard to know very much about all the fellow citizens of a country, the
structure of the context, or the possible consequences of interactions
in that context, rational choice as an N-person game is possibly less
useful in the situation of analysing national pride and its influence
on decisions.
2.2.3 The N-person Prisoner’s Dilemma and the public good problem
Cooperative action is also required for the provision of public goods,
constituting a social dilemma due to the difficulty in excluding the
free riders from the benefits of cooperative action taken by other
members of the group. Externalities and the need to provide pub-
lic goods are classed as market failures: situations where the market
fails to provide the efficient quantity of a good, and many instances of
market failure arise from social dilemmas. The view from traditional
economics (Davis 2003, Bowles 2009) on this point is that there is no
clear motivation for individuals to incur private costs in providing
such public benefits, or to deal with externalities.
National pride may bring about the conditions necessary to resolve
the public good problem or social dilemma by increasing identifica-
tion with the nation, facilitating the incorporation of social categories,
improving the level of cohesion and solidarity, and thereby increas-
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ing the level of cooperation and willingness to cooperate in the first
interactions rather than to defect (although, the causality could also
run in the opposite direction).
There are of course several other ways to overcome the freerider
problem, such as regulation, property rights and market based in-
struments7. However, the costs of policing regulation, the appropri-
ateness of establishing property rights, or the effectiveness of market
instruments may decrease the appeal of these options.
Moreover, as Axelrod (2006, p. 154) points out, “even the most
effective governments cannot take the compliance of its citizens for
granted”. If the state provides public goods, the transaction costs of
organizing individuals to solve these problems may be avoided, al-
though policing and enforcement costs may instead be incurred. The
costs involved in organizing groups that voluntarily agree to inter-
nalise externalities can also be quite excessive, even for the state. As
mentioned previously, Stiglitz (2000, p. 223) indicates that the gov-
ernment could be seen as “precisely the mechanism that individuals
have set up to reduce the welfare losses from externalities”, which
suggests that establishing a state with redistributive and legislative
power is in itself an attempt to enable low transaction cost solutions
to social dilemmas.
Since the traditional models do not perform well in predicting the
altruistic and cooperative behaviour that can be observed empirically,
recent economic research has endeavoured to add in some broader
motivations to the notion of homo economicus and give the economic
man a more developed personality.
7 Discussed with reference to environmental participation in Torgler, Garcı´a Valin˜as &
Macintyre (2010, p. 5–9)
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2.3 extensions to the traditional models
As mentioned previously, while orthodox or mainstream economics
tends to treat individuals as “autonomous or even atomistic”, more
recent economics literature has developed with less emphasis on the
individual and more recognition of the embeddedness of social and
economic relationships (Davis 2003, p. 16). New studies have ex-
tended the utility function and introduced a broader motivation to
the concept of homo economicus. Observations such as “humans
want more than anything to belong” and have a “need for self es-
teem” (Elster 2007, p. 262), or claims that the need to belong via
group identification is a “fundamental characteristic of human be-
ings” (Wintrobe 2006, p. 9) are all important departures from the tra-
ditional research agenda. These extensions to economic theory are
trying to put back into economic analysis the motivations ignored by
the process of abstraction (that is argued to be) necessary in order to
analyse decision making in a more straightforward manner.
In a speech to the American Economics Association almost 80 years
ago, Innis (1935, p. 138) articulated the failure to develop the concept
of nationalism as outlined by earlier writers: “As the paradox of na-
tionalism shows, economic theory faces two alternatives. It can allow
established categories to define the science, ignoring whatever those
categories exclude, even though it be the whole world of social actu-
ality. Or it can make such a problem as that of nationalism the point
of departure for the creation of such intellectual implements as will
serve to analyze the actualities with which living men are compelled
perforce to deal”. It is clear which direction economics took after
1935, however, research is now coming back full circle to deal with
those categories which have been excluded.
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In fact, Adam Smith has been called ‘the first behavioural economist’
because he believed that there were a variety of different motiva-
tions for action, which could include such emotions as sympathy.
Simon notes that Smith “makes no claims that they optimize or maxi-
mize, and he recognizes the variety of human desires without crowd-
ing all of these desires into a common utility function” (Herbert A.
Simon 2000, p. 26). Thus, Smith would have needed to account for
human psychology in explaining the workings of the market. This
was difficult to do - but Newton’s mathematical descriptions of the
“behaviors” of planets could also account for actions without motiva-
tions (Davis 2003, p. 25).
More recent literature criticises the narrow focus of the self-interested
rationality assumption by demonstrating that factors such as group
processes, reciprocity, shared meaning, and social norms can lead to
the kind of preferences for solidarity (Wintrobe 2006) (see next sec-
tion) and altruism that reduce transaction costs and increase cooper-
ation. Solidarity, trust, and various forms of morale have all recently
been incorporated into the utility function. Each of these extensions
are candidates for explaining motives for behaviour, but none of the
extensions will explain all of the motives all of the time. Modern
uses of EUT will allow for incorporation of such elements as social
preferences, other-regarding preferences, or altruistic preferences as
explanations for the anomaly of seemingly irrational behaviour.
At the end, these are patches across the same problem: EUT re-
quires the decision maker to be perfectly rational, to have calculated
all outcomes, and be capable of choosing between them. Furthermore,
policies based on neo-classical economic models that seek to change
behaviour by changing the underlying cost structure of making cer-
tain decisions, all rest on the assumptions that “actors are motivated
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by economic incentives” (Nielsen 2010, p. 4). It may be that the best
explanation for behaviour is that it is driven by context-dependent
decision-making.
2.3.1 Solidarity
Solidarity can be seen as an important motivating element, related to
the idea of national identity or even to Identity Economics (discussed
in the next section, Section 2.3.2). Wintrobe (2006, p. 9) begins with a
discussion of how the very existence of groups and social interactions
is left out of the rational choice explanation of the human decision
making process, and argues that the desire for solidarity can pro-
duce extremism. Wintrobe’s argument for the importance of groups
and solidarity refers to experiments in which groups were separated
based on their eye colour and it was observed that this mere cate-
gorisation caused a division of the classmates into ingroups and out-
groups. As discussed previously, Sherif’s (1966) summer camp labo-
ratory also produced ingroup loyalty and outgroup hostility through
mere categorisation – by randomly dividing the summer camp par-
ticipants into different teams.
The desire for solidarity or unity of purpose motivates individuals
to seek group identification (Wintrobe 2006, p. 9), however, as dis-
cussed previously, the problem of freeriders works against this soli-
darity. Wintrobe constructs the collective action problem by declaring
the desire for solidarity to be the driving force behind many actions.
This can be likened to Akerlof & Kranton’s (2010) reliance on social
categorisation for their theory of identity economics (discussed in Sec-
tion 2.3.2). For the purposes of the current analysis, the desire for sol-
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idarity is closely related to the desire to maintain the integrity of the
social identity to which one has subscribed, namely national identity.
Solidarity can be likened to social capital in that it facilitates trans-
actions and exchanges, and increases the capacity of the group to
cooperate for a common goal (Wintrobe 2006, p. 10). However, “there
is a deep connection between social capital or solidarity and all of
the manifestations of extremism just discussed: terrorism (particu-
larly suicide terrorism), nationalism, revolutionary activity and jihad”
(Wintrobe 2006, p. 10). This is the negative side to the cohesion pro-
duced by national pride, and is explored empirically in Chapter 3.
The puzzle of why people go to war inspired a paper by Torgler
(2003), with the results demonstrating that those with a higher level
of national pride are more willing to go to war. The army is a pop-
ular example for illustrating cohesive group behaviour in a situation
where the personal sacrifice is larger than the benefits received, and
where the puzzle of compliance or participation can be clearly recog-
nised. Wintrobe discusses involvement in the army as an example
of solidarity and Akerlof & Kranton (2010) use identification with the
army as an example of identity economics. Wintrobe gives an account
concerning the importance of being regarded as worthy of being a
soldier, of valuing the “reputation of a man amongst other men”8
to underline the importance of solidarity. However, it is equally ap-
plicable to the salience of identity as motivation for action. If one
identifies as a soldier, one wishes to act exactly how a soldier would
act, otherwise the basis for personal identity is compromised, leading
to significant psychic discomfort.
Solidarity is also an important element in religious groups, partic-
ularly as the desire for solidarity could arise from experiencing a pos-
8 Marshall cited in Wintrobe (2006, p. 31)
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itive externality when engaging in other activities. Wintrobe gives
the example of singing hymns in church on one’s own, compared
to the utility of participation when there are others singing as well.
Thus, the utility “depends positively on the participation of others”
(Wintrobe 2006, p. 34). If this concept is applied to the analysis of na-
tional pride, it would mean that the experience gained by engaging in
patriotic duty may depend to some extent on the participation of oth-
ers in the same patriotic duty. There is little utility and no solidarity
achieved if only one person answers the nation’s call. Thus, solidar-
ity is an interesting extension to the traditional model but it is not in
itself enough to account for national pride and national identity.
2.3.2 Identity economics
The development of “identity economics” represents the most impor-
tant extension to the rational choice paradigm so far. Over the past
fifteen years, the 2003 Nobel Prize winner George Akerlof has co-
authored several works highlighting the importance of identity in
economic decision making processes. Akerlof & Kranton (2010, p. 23)
describe identity as a new “part” that can be put into existing models
and which can then explain ways that preferences can be changed
(Akerlof & Kranton 2000, p. 717). The authors develop a case for
identity as a motivation for behaviour, with a utility function that is
not concerned with welfare but is a tool for explaining motivation for
certain actions. This represents a significant attempt to specify the
contents of that ‘black box’ operating between motive and behaviour.
Decision making is still formulated as individuals “maximising their
individual utility functions” (Akerlof & Kranton 2010, p. 21), how-
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ever, individual tastes are not just due to “idiosyncratic tastes” but
are also due to internalised social norms.
Akerlof & Kranton (2010, p. 4) introduce to economics the idea that
“in every social context, people have a notion of who they are, which
is associated with beliefs about how they and others are supposed
to behave”. This statement can be related to the idea of context-
dependent decision-making, discussed in Section 2.4.1. Extending
the utility function to include utility derived from maintaining iden-
tity, Akerlof & Kranton (2000) suggest that a fundamental aversion to
loss of identity is the motivation for behaviour.
They claim simplicity and parsimony in their augmented utility
function which includes categories, norms and ideals, and identity
utility. Categories are the social category to which one belongs; for
example, gender or profession or family role. This is the identity
designation, or distinction between what one is, and what one is not.
This social category is to some extent given, and to some extent the
individual has a certain measure of control over whether to subscribe
to the identity. Hence, individuals have a level of control and choice
over their identity. This is an important difference in the way that
economists and sociologists view an element like identity: some so-
ciologists say that identity is socialised, and economists say there is
individual choice in selecting the identity. As Rose McDermott (2009,
p. 367) notes, psychology also allows for agency: “To introduce the
possibility that the group may define the identity of the individual
risks moving agency out of the realm of psychology and into that of
sociology”.
Norms and ideals are related to the expectations of how one is
supposed to behave depending on their positions within the social
context (Akerlof & Kranton 2010, p. 11). The authors suggest that
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“people’s tastes for fairness depend on who is interacting with whom
and in what social setting” (which again brings to mind the operation
of heuristics and context dependent decision making, discussed in
Section 2.4).
The social categorisation affects the willingness to cooperate with
others – both inside and outside the group. Akerlof & Kranton (2010,
pp. 28–32) discuss the experimental evidence of stereotype, groups,
and identity, and refer to the results of an investigation at Harvard
when “subjects sent back significantly less money when their partner
was of a different race or nationality”. This relates to the earlier dis-
cussion in Section 2.2.2.2 on theoretical and experimental evidence for
fairness in cooperative games: there is some expectation of fairness
and reciprocity among people with whom one expects to interact in
future. It could be argued that it is reasonable to expect that one will
interact with people of the same kind and same identity in future.
Identity utility refers to the gain that a person receives when acting
in accordance with their social category, and by symmetry refers to
a loss when they do not. Identity utility is also dependent on other
people. This is important for national pride and national identity.
There is a disutility or cost incurred when others belonging to one’s
social categorisation violate the norms of actions pertaining to that
identity (Akerlof & Kranton 2010, p. 18). Using identity economics,
the passion with which national identity and national culture is pro-
tected, and the energy invested in displays of national pride would be
interpreted as preventing a loss of identity utility. Similarly, identity
utility can be gained when people “do something that makes them fit
in with a group. It can also represent the gains from differentiating
one group from another” (Akerlof & Kranton 2010, p. 24).
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By combining the processes of social categorisation, norms and
identity under the heading of “identity”, Akerlof and Kranton cap-
ture a characteristic or element that they then suggest is related to
the social context, yet they avoid providing an explanation of the
process by which this element is formulated. Thus, identity can be
entered into the utility function as an exogenous variable and can be
implemented when working out the preferences for certain kind of
actions.
Taking these descriptions of social categories, norms, and identity
utility, the utility function is duly constructed. Identity is based on
social categories, C. Each person j assigns themselves and others to
these categories cj, so that every person knows their own categories
and knows the categories of others. The norms or expectations of
behaviour are given as P, as these are prescriptions for appropriate
behaviour for members of social categories. Some categories can have
a higher status than the other. Akerlof & Kranton (2000) use the
example of gender, but it is also possible to use the categories of
“Australia” and “Others”9. cj describes j′s nationality category and
the assignment of categories for all others in the population.
This allows a proposal of the utility function:
Uj = Uj(aj, a− j, Ij) (7)
Where utility depends on j′s identity Ij as well on vectors of j′s actions
aj and others’ actions a− j. Because aj and a− j establish the goods
and services available to j, the Uj(.) function captures “the standard
9 This reflects the downwardly biased nature of some expressions of national pride.
This might not be the case for all patriots, but it is useful to explain how an aversion
to being something other than (for example) “Australian” can motivate action.
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economics of own actions and externalities” (Akerlof & Kranton 2000,
p. 719).
A representation of Ij is proposed:
Ij = Ij(aj, a− j, ε j, P) (8)
Where person j′s identity Ij depends on j′s social categories cj. Ij(.)
gives the social status of a category. ε j represents j′s own given char-
acteristics, and Ij depends on the extent to which ε j matches the ideal
prescriptions for a category, P. Identity also depends on whether the
actions of j, and of others in the same category are in accordance with
P.
The simplest case has the individual j choose their actions such
that they maximise utility, taken as given cj, ε j, P and the actions of
others. While Akerlof and Kranton do not include a presumption that
people are always conscious of their motivations, they do allow for
the presumption that to some extent, the individual is able to choose
not only their actions but also their category assignment. The authors
also suggest that individual actions may affect prescriptions P, the set
of social categories C, and may affect the status of categories.
In formulating this alteration to the traditional utility function, Ak-
erlof and Kranton claim to have addressed the problem of using the
utility function to analyse individual preferences in a case where the
preferences are socially derived. However, they do not go far enough
as they still do not account for the social context. The authors implic-
itly use the theory of identity formation from social identity theory –
that is, one subscribes to the identity of the social category to which
one belongs. This is a reductionist view of identity formation, in that
123
motivation and behaviour
the social identity becomes the individual. The construction of the
utility function that allows the individual to choose their own actions
to maximise utility is developed from a methodologically individual-
istic perspective that is better suited and more regularly employed in
explanations that construct the social from the individual.
Perhaps Akerlof and Kranton have considered this and thus as-
sume individuals partly construct their identity from socialised cues
and to some extent have free choice. On this score, they attempt to
have a foot in each theoretical camp, by assuming the processes that
are responsible for socialisation are exogenous to the development
of identity. While they discuss psychological formation of identity
from the perspective of the ego they do not account for the disparity
between the social and the individual 10
2.4 bounded rationality and heuristics
After the previous section’s tour of rational choice and the recent
attempts to take into account a broader range of motivations, the
focus is now turned to an alternative theory. Despite its deceptively
derivative title, bounded rationality is actually a complete departure
in the most crucial way. Bounded rationality does not assume that
individuals maximise, but instead takes into account the complexity
of both the internal and external contexts in which people are forced
to make choices. Decisions depend not only on complexity arising
from circumstances, events, and actions in the external world – and
the effect of that world acting on them (Simon 2000, p. 25) – but also
10 For more on the problems with adding identity to the utility function, particularly
with reference to the failure to account for multiple concurrent individual identities,
see the criticism by John B. Davis (2007)
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on the complexity in the internal world arising from memories and
cognitive processes.
In other words, bounded rationality is concerned with what hap-
pens in the inner environment, or “procedural rationality, the quality
of the processes of the decision”, as well as “substantive rationality,
the quality of the outcome” (Simon 2000, p. 25). Furthermore, “[w]e
can call bounded rationality a theory, although it is hard to say just
what empirical predictions it makes”. Simon (2000, p. 26) then sug-
gests it could also be called a “representation: a suitable framework
for economic theories, where the product of decision cannot be pre-
dicted without the knowledge of the processes”.
The trade off is that bounded rationality allows complexity in pro-
cedural analysis and gives up precise predictions in the outcome
(Nielsen 2010), whereas utility maximisation trains all attention on
“substantive rationality: the quality of the adaptation to the exter-
nal environment in the light of the decision maker’s utility function”,
simultaneously ignoring “procedural rationality – the processes of
decision” (Nielsen 2010, p. 27).
Furthermore, Nielsen (2010, p. 42) describes the difference between
bounded rationality and rational choice as being the difference be-
tween problem solving (bounded rationality) and the problem of
choice among given alternatives (rational choice). By combining all
the empirical evidence into the boundedly rational, the goal is to pro-
duce a theory of human decision making that is compatible and con-
gruent with the way that facets of thinking “are actually combined in
the human head” (Simon 2000, p. 30).
Actors may have to make tradeoffs due to the large amount of in-
formation that could potentially be weighed up during a choice, as
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well as due to the complex decision environments, and the cognitive
limitations of decision makers. According to Bryan D. Jones (1999,
p. 3010), who cites Simon (1996): “The scarce resource is not informa-
tion; it is attention”. Information is costly to gather and consider,
which introduces uncertainty into choices. Thus decision makers
“tend to employ a wide range of simple decision rules, referred to as
heuristics, or rely on routine solutions” (Nielsen 2010, p. 12). Decision
makers satisfice and take a solution that is ‘good enough’ rather than
“the optimal solution assumed in neo-classical economics” (Nielsen
(2010, p. 12), referencing Simon).
This interaction of internal (people characteristics) and external (en-
vironmental characteristics) produces heuristics, or short cuts that de-
termine how to act when next in contact. The memory of past inter-
actions influences future behaviour. Memories may be intergenera-
tional and passed down, using “ learned and evolved core capacities
such as memory and recall” (Mousavi & Gigerenzer 2014, p. 1673).
Moreover, heuristics may be conscious or unconscious: “A heuristic
is ecologically rational to the degree it matches the structure of the
environment” (Mousavi & Gigerenzer 2014, p. 1671).
Bounded rationality offers an explanation of human behaviour us-
ing the concept known as Simon’s scissors, where actions depend on
the two “blades”: one side being the social context and the other be-
ing the cognitive abilities of the decision maker (Nielsen 2010). The
social context affects the ‘rationality’ of the decision, prescribing the
parameters of what is considered appropriate in that setting. The cog-
nitive abilities and internal structure of the decision maker affects the
reasoning process within that setting. Simon was not alone in cham-
pioning context dependent decision making. Vernon Smith calls this
“ecological rationality” (Vernon L. Smith 2008). Kenneth E. Boulding
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(1985) suggests that context be given greater consideration, and the
opening quote of the Introduction in Chapter 1 can be interpreted in
terms of context: the various ways that people feel pride and shame
indicates that the social context should be considered more fully.
2.4.1 Context dependent decison making
Boulding (1985) is one theorist who differentiates between the vari-
ous categories of norms, responses and interactions involved in dif-
ferent sorts of relationships. He distinguishes between threat relation-
ships (e.g. police, armed forces), exchange relationships (such as auc-
tions and stock markets), and integrative relationships (monasteries,
church and family). The extent to which a situation invokes a threat,
exchange, or integrative relationship and the relative importance of
each of the three will affect the norms, values, and expectations in
that context.
Each of the different relationships engenders particular expecta-
tions and demands, as well as different responses. Using the prin-
ciple of exchange in a relationship that calls more for an integrative
response – e.g. offering monetary compensation for environmental
damage – may be one of the reasons why commodification of the
environment might actually affect the willingness to engage in pro-
environmental actions. Of course, the opposite can also be the case.
Expecting someone to give their time voluntarily, as if it was an in-
tegrative relationship, or threatening that person with physical vio-
lence, when they require an exchange relationship (i.e. that they are
paid in return for their labour), will also result in ineffective incen-
tives.
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With respect to national pride, it is possible to immediately think
of an integrative relationship for which the monetary compensation
involved cannot account: the willingness of so many young people to
kill and die for their country. When appealing to the patriotic duty of
consumers to purchase goods made in the home country, advertisers
are appealing to the context of the integrative relationship with the
nation. Writing about the relevance of context-dependent decision-
making, Catherine S. Elliott & Donald M. Hayward (1998, p. 232)
suggest that “economists are advised to incorporate institutional con-
straints into their predictive models of choice in order to understand
when and why the standard self-interest model fails to explain eco-
nomic behavior”, and in order to account for the fact that notions of
fairness (and other factors) may differ from one situation to another.
Thus, taking the analogy of Simon’s scissors a little further in the
context of the discussion on national pride, it is possible that the
two blades could either work to cut ‘the fabric of society’, or they
might work to weave together that fabric. The actions produced by
the blades might be constructive or destructive, which makes them a
very special pair of scissors, and breaks down the analogy to some
degree. Yet, the actions will still depend on the context: in the case of
immigration and war (in particular), the combination of the environ-
ment and the individual circumstances could cut apart societies.
When individuals socialise, meet others, volunteer, rally behind a
cause, and cheer for the same team, the actions of the two blades
could result in a stitching together. This context-dependent outcome
(either the tearing apart or stitching together) is a dynamic aspect
of the theory. Relevant elements in the external environment are
the existing codified norms and expectations of behaviour. On the
other side, on the other blade, are individual characteristics, such
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as emotional reactions, filters, heuristics, neurological firing, inter-
nalised norms, internalised morals, and visceral experience. So while
the action of the blades together explains human behaviour, there is
a great deal of activity internally that is not easily and objectively ob-
servable. A lot of behaviour depends on biological and psychological
processes that are very difficult to measure.
Furthermore, the composition of the blades is changed by their
contact with each other, which changes the ‘action’ of the scissors in
future. This is where the analogy breaks down even further: peo-
ple’s internal worlds can produce actions that affect the social envi-
ronment over time, and a changing environment can likewise affect
people. With respect to national pride, “[t]he main argument here
in accordance with Knight is that heuristics are the basis on which
humans have made most decisions and have survived through time”
(Mousavi & Gigerenzer 2014, p. 1673). In attempts to deal with the
complexity of what a country is and what happens within a country,
the daily activities within this environment lead to simple heuristics.
The feeling of attachment and national pride may be such a heuristic
or the response of heuristics.
2.5 conclusion
This chapter has looked to two main theories for an explanation of
the motives behind behaviour. Beginning with the traditional start-
ing point of rational choice, the path was followed through the ex-
tension of the narrow utility function and then to newer literatures
in behavioural economics to evaluate the usefulness of the theory in
explaining how national pride plays a role in decision making pro-
cesses. The analysis then looked to group structure in game theory
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for insights, yet found the same problem: the standard theories are
not able to properly account for the social context and often treat pref-
erences as exogenous. This is still the case with Akerlof and Kranton’s
theory of Identity Economics: while this represents the most serious
effort yet to take identity into account, and utilises principles from
social identity theory, it still does not take into account the social
construction of preferences.
Akerlof & Kranton (2010) provide detailed analyses of situations
involving identity and categorisation regarding gender in the work-
force, identifying with one’s organisation, and identity in the army.
They briefly mention the problems of categorisation based on nation-
ality, but they do not address national pride, national identity, and
the powerful motivation that this emotional link to personal identity
exerts over individuals. In standard economics, punishment is sim-
ply the price of breaking the rules. The guilt and shame involved in
breaking the rules are not taken into account.
Discussing how the Air Force inculcates the armed forces mentality,
Akerlof & Kranton (2010, p. 47) write that while “[g]uilt and shame
are thus absent from the economic theory of deviance... In contrast,
discipline in the Air Force aims to alter airmen’s “state of mind”; that
is, to change their preferences”. This is an extreme or concentrated
version of what happens at a social level with disapproval and other
sorts of discipline during the socialisation process. People’s prefer-
ences are shaped by social interactions, just as they shape the prefer-
ences of those with whom they come into contact. Thus, a broader
theory is required in order to incorporate social institutions and their
effects on the individual’s construction of identity.
Herbert A. Simon’s (1957) bounded rationality model could pro-
vide such a valuable theoretical framework. Identification enhances
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the focus of attention to those (social) values embraced by the group,
replacing or mitigating the personal (selfish) motives. It narrows the
range of options by focusing on certain values or possible actions.
Thus, “identification is an important mechanism for constructing the
environment of decision. When identification is faulty, the result-
ing discrepancies between social and organizational values result in
a loss of social efficiency. When the organizational structure is well
conceived on the other hand, the process of identification permits
the broad organizational arrangements to govern the decisions of the
persons who participate in the structure. Thereby, it permits human
rationality to transcend the limitations imposed upon it by the nar-
row span of attention” (Simon 1997, pp. 228-229). Simon continues:
“Identification, then, has a firm basis in the limitations of human psy-
chology in coping with the problem of rational choice”. Bounded
rationality not only copes with, but explicitly utilises both the inter-
nal and the external environment in the analysis. Context-dependent
decision-making, and ecological rationality complement the use of
bounded rationality.
Thus, while human behaviour is always goal directed, in the sense
that people do not do things without reason, even if it is not clear
what those goals are, or if those goals do not make sense to a third
party observer, this thesis requires a theory to account for autonomy
and goal driven decision making, as well as explain the conditioning
internal contexts behind those decisions. As Davis (2003, p. 34) states:
“Explaining individuals psychologically not only accounts for their
autonomy but also attributes a source of motivation to them that can
then explain action”.
While choosing a theory to work with is an academic exercise – and
has been described as “essentially epistemological”, as it is basically
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about the way in which one should “develop explanatory theory”
(Nielsen 2010, p. 7) – if policy is to be formulated on the basis of these
theories, it really does matter whether the predictions are useful. It
matters whether the assumptions are correct as they inform the the-
ory that produces the predictions that offers the policy prescriptions.
In this case, an ‘as if’ model is not good enough.
It is necessary to establish an empirically validated model of how
people actually make decisions, meaning that the internal and exter-
nal environment must be accounted for. The feedback loops have to
be modelled, as the internal environment influences the external and
vice versa. The theory needs to be able to account for all of the social
norms and internalised values that impact human decision making,
and then how the decisions made on the basis of those norms and
values then influence future decisions by the individual and by the
society that surrounds it.
Unfortunately, such modelling of feedback loops is beyond the
scope of this thesis. The current aim is to contribute to the conver-
sation on national pride and decision making and take some steps to-
wards the goal of being able to model a dynamic socially constructed
concept, taking into account both its influence on and the way it is
influenced by individual decision making. This thesis aims to con-
tribute some empirical foundations and empirical knowledge to the
area, through the studies discussed in the chapters to follow. The
next chapter begins with a general and broad empirical analysis of
national pride and its role on situations requiring compliance and
cooperation.
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Part II
E M P I R I C A L S T U D I E S

3
N AT I O N A L P R I D E , C O M P L I A N C E , A N D
P R E J U D I C E
If love is blind, patriotism has lost all five senses.
William Blum
3.1 introduction
As discussed in Chapter 1, the implicit and explicit importance of
national pride and its associated symbols are rarely questioned. Sur-
prisingly, the abundance of anecdotal evidence from popular culture
and references to national pride in academia have not prompted an
abundance of studies regarding the purpose, intention, or even the
consequences of this pervasive mentality. National pride deserves
closer attention for its potential to influence a range of important
decision-making behaviours regarding whether to comply with laws,
whether to contribute and how much to contribute to public goods,
and how to deal with externalities. All three types of decisions fun-
damentally require some sort of cooperation and coordination.
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The empirical work in this chapter finds that there is a consistent,
statistically significant, and positive relationship between higher lev-
els of self-reported national pride and the willingness to cooperate in
compliance situations, which thereby contributes (either directly or
indirectly) to provision of public goods, and to resolving the problem
of externalities. This can be see as the ‘light’ side of national pride.
However, national pride also has a ‘dark side’: it can be related to
the downwardly comparative ideals of nationalism and construction
of an ingroup that seeks to exclude outsiders. Historically, there are
well-known instances in which an overabundance of national pride
has been too much of a good thing. This chapter tests for and finds
evidence of the exclusionary side of national pride, which supports
the idea that the prejudiced element can encourage definition of an
ingroup, and subsequently promote exclusion of others from that in-
group.
Appeals and references to national identity and national pride are
observed across a range of dimensions, offering evidence of how the
remarkable can often be found in the everyday. A truly astonish-
ing example was Newt Gingrich’s claim that he loved his country so
much it caused his infidelity (Hendrik Hertzberg 2011). A slightly
more prosaic example was observed in 2009, after the the recent
global financial crisis had a sudden and dramatically negative effect
on economic activity in most countries. Many governments quickly
assembled economic stimulus packages to revive consumer spending.
Surprisingly, (at least in Australia) the message from politicians was
clear: citizens have a patriotic duty to keep spending money for the
“good of the country” (P. Mercer 2009).
The question is, why would a government apply pressure through
a concept such as patriotic duty to motivate increased consumption
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so that a country may spend its way out of a recession? Why would a
government expect this appeal to be effective, or that the citizens care
about the good of the country? Traditional economic theory would
suggest that individuals will make spending decisions to achieve
their own welfare maximising outcome, which may or may not be
in line with exhortations to spend money for the “good of the coun-
try”.
Yet, governments seem to not only understand that this sentiment
is capable of influencing economic decisions regarding consumption
during an economic downturn, but they also actively appeal to this
idea of patriotism (Joel Slemrod 2007), pride, and duty to secure sol-
idarity and compliance among citizens. Closer inspection of both
political rhetoric and commercial advertising reveals the use of ap-
peals to national pride and patriotism in a range of situations, includ-
ing the rationale behind pursuing a protectionist regime (Mayda &
Rodrik 2005); the purchase of war bonds (Slemrod 2007); for invest-
ing money in sporting events (see Ivo Van Hilvoorde, Agnes Elling
& Ruud Stokvis (2010), although the authors find no empirical evi-
dence of the planned increase in national pride to support the po-
litical rhetoric); for advertising during sporting events (YJ Kim, Yim
KiTae, Yong Jae Ko et al. 2013); for defence spending; to market par-
ticular products as ‘Made in the USA’, or ‘Proudly Australian’, and
for maintaining strong economic growth through interventions de-
signed to benefit only the nation state (as noted by Clift & Woll (2012,
p. 308), the term “economic patriotism” was coined by the French
Prime Minister).
Richard Girling (2010, pp. 177-178) describes the high-profile cam-
paign to redefine ‘Britishness’ initiated by Gordon Brown upon suc-
ceeding Tony Blair as Prime Minister of the United Kingdom. The
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stated ambition was to develop a stronger sense of patriotic purpose,
emphasising that this would, in Brown’s words, “help resolve some
of our most important national challenges, make us more confident
about Britain’s role in Europe and the world, and would help us bet-
ter integrate our ethnic communities, respond to migration and show
people the responsibilities as well as rights that must be at the heart
of modern citizenship”. Similarly, the Department of Immigration in
Australia recently offered millions of dollars in funding for projects
designed to increase the level of harmony and identification with be-
ing ‘Australian’. Such projects aiming to integrate multicultural com-
munities under the one identity are not uncommon in modern society.
They represent deliberate efforts to create a national identity, using
the concept of “constitutional patriotism”, a term that originated in
post-war Germany (Jan-Werner Mu¨ller 2007).
These observations raise the following question: is there any em-
pirical evidence to indicate that these appeals are effective? It is evi-
dent that governments all over the world expend significant resources
in celebration of their national days, funding advertising campaigns,
community fun-days, and fireworks. In addition, national pride can
be generated through activities such as hosting the Olympics or win-
ning medals in the actual events. The FIFA World Cup (soccer) and
Rugby World Cup have also ignited intense displays of national pride;
England’s ‘Barmy Army’ is one colorful example of this. Girling
(2010, p. 180) points out that “American presidents, Democrats as
well as Republicans, do as a matter of course. My fellow Americans.
It harks to the founding principles of the Bill of Rights. To declare
yourself American is to buy into an ideal. So it is to declare your
yourself French: liberte´, e´galite´, fraternite´”.
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3.1 introduction
As discussed in Chapter 1, national identity can be thought of as a
social construct, meaning that it is constructed by society and social
processes. National pride is the individual, personal emotion experi-
enced when positively associating oneself with the positive national
identity, that is, incorporating a positive national identity into the con-
struction of the personal identity. The analysis in this chapter focuses
on whether national pride and national identity are able to contribute
to reduced transaction costs, increased cohesion and increased coop-
eration1 such that people are willing to make decisions in line with
the national identity – decisions which may at times conflict with
their own material payoff.
Such ‘unselfish decision making’ results in a cooperative outcome,
but as discussed in Chapter 2, requires a broader set of motivations
than those available through the narrow construction of homo eco-
nomicus. The analysis in this chapter seeks to discover whether there
is any empirical evidence for the influence of national pride in eco-
nomic decision making that can inform the ‘puzzle’ of cooperation
and compliance observed in collective action situations. As men-
tioned previously, the puzzle is understood in the terms described by
Elster (2007, p. 215): “By a ‘puzzle’ I shall here understand observed
behavior that seems recalcitrant to rational-choice explanation”. The
second goal of this chapter is to test whether there is evidence for the
dark side of national pride through a relationship with exclusionary
attitudes towards outsiders.
This chapter will investigate situations where compliance with rules
is analogous to provision of a public good; for example, either di-
rectly through the payment of taxes, or indirectly when refraining
from certain actions such as littering and drink driving. The analy-
1 As suggested by Alm, Martinez-Vazquez & Torgler (2006)
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sis will also cover specific situations in which the cost borne by the
individual is far greater than the benefit received; for example, when
paying taxes and going to war. As a further test of the influence of na-
tional pride, attention is then turned to situations that more broadly
require cooperative behaviour, such as taking specific actions in or-
der to help the environment, and active membership of community
groups. This allows identification of a general relationship between
proactive prosocial behaviour and national pride (as opposed to the
specific compliance and public good situations tested previously). Fi-
nally, the analysis seeks evidence of the dark side of national pride,
expressed as a desire to exclude certain people from the ingroup, and
measured through the self reported dislike of having certain people
as neighbours.
In all cases it should be noted that the coefficients produced in
these analyses are better treated as partial correlations than as proof
of causal mechanisms. While it is not enough to rely on simple corre-
lations, these do have somewhat limited validity. It is of course impor-
tant to investigate the causes along with their interdependencies; and
multiple regressions help to do just that. Multiple regressions enable
the researcher to disentangle the effects attributable to other potential
factors from the effect of national pride on self reported cooperation
and measures of compliance. However, it is necessary to be careful
with such an analysis as the investigation at the micro level without a
longitudinal panel does not convincingly solve the causality problem.
While regressions can be used to approximate experiments in the
absence of random assignment (Joshua D. Angrist & Jo¨rn-Steffen
Pischke 2008), in many situations it is quite challenging to deal with
causal interpretations. It is recognised that interpretation of the re-
sults is problematic, as is the habit of referring to observed correla-
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tions as causal effects. For simplicity, the notion of ‘impact’ or ‘effect’
is sometimes used when discussing the results, the model, and com-
parable papers. In line with Luigi Guiso, Paola Sapienza & Luigi Zin-
gales (2000), the traditional latent variable critique is not disregarded,
and the results are seen as more precisely estimated partial corre-
lations: hence it would perhaps be more appropriate to refer to an
observable correlation. As Alberto Alesina, Arnaud Devleeschauwer,
William Easterly, Sergio Kurlat & Romain Wacziarg (2003, p. 183) con-
clude: “In the end one has to use theory and priors to interpret our
partial correlations”.
The remainder of this chapter is divided as follows: Section 3.2
briefly visits some literature in the area. Section 3.3 looks at the data,
and Section 3.3.2 describes the methodology. Section 3.4 presents the
results and Section 3.5 concludes.
3.2 literature
The power of national pride and national identity over human be-
haviour is perplexing, especially given that the idea of a nation state
is a relatively recent invention2. It is also interesting to note that na-
tional symbols are ubiquitous in that they “pervade most aspects of
contemporary society” (David A. Butz 2009, p. 780).
As discussed in Chapter 2, the first port of call for an economist
interested in decision-making or behaviour is to employ the rational
choice framework. Under the assumptions of self-interest, this leads
to certain prescriptions for a self-interested utility maximising strat-
2 See Anderson (2006), Hobsbawm (2009), Smith (1991)
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egy. At first pass, use of this paradigm would view any sacrifice for
the benefit of others as non-rational.
One might wonder then, as does Pagano (1992), why people are
willing to work for, die for, riot for, and pay taxes for their country?
Actions taken in the national interest, or costs incurred in the name
of national pride, reflect the ‘puzzle of compliance’ investigated by
many researchers, including the tax compliance (Torgler 2007a, Tor-
gler & Schneider 2007a, Torgler & Schneider 2009) and social norm
literatures. Using the traditional assumptions could generate a simi-
lar ‘puzzle’ regarding national pride.
Thus this study will go beyond the rational choice framework, but
not by extending the motivations for homo economicus to give him
a more rounded personality. As discussed in Chapter 2, that would
allow preservation of the utility maximising framework and is not
a real departure from mainstream theory (see Berg & Gigerenzer’s
(2010) discussion on ‘as if’ behavioural economics). Simon’s theory
of bounded rationality and Gigerenzer’s work on heuristics3 go some
way towards addressing the problem of complexity. “A behavioural
model should allow for differential motivation of actors and ... it
should also include theory about decision environments and decision
processes” (Nielsen 2010, p. 12).
Decision makers are working with both internal and external influ-
ences, thus the behavioural model should incorporate this interaction
(Herbert A. Simon 1955, Jones 1999). It is not possible to understand
decision making without considering both the internal and external
world, in the same way that one cannot understand how a pair of
scissors work by looking only at one blade, an analogy referred to as
‘Simon’s scissors’ (as discussed in Chapter 2).
3 See, among others, Gerd Gigerenzer, Ralph Hertwig & Thorsten Pachur (2011)
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Twenty years ago, Herbert A. Simon (1993, p. 160) stated: “theory
must make room for tulip crazes, responses to oil shocks, or the un-
expected rise of ethnicity”. It must also make way for appeals and
responses to national pride and national identity. These possibilities
will be explored further in the next section. Moreover, as Nielsen
(2010, p. 10) writes: “The claim is not that humans do not respond
to economic incentives, but that other values such as environmental
stewardship, social bonds or values of professionalism, depending
on the target group, may interfere with the workings of the economic
incentive. The implication for policy is that it is paramount to under-
stand what motivates actors when designing incentives to regulate
human behaviour, perhaps allowing for a multitude of goals”. This
explanation is reminiscent of Boulding’s three types of relationships
(the integrative, threat, and exchange systems) and the discussion on
context dependent decision making in Chapters 1 and 2.
3.2.1 Compliance
Group pride, no matter what it is based on, is the ‘positive half of
prejudice’4. Something in common bonds the members of the group
and makes them more able and likely to cooperate. As proposed
in the introduction, increased pride can improve cohesion, making it
easier to provide public goods and secure cooperation in resolving
the social dilemma.
Mainstream economics literature has established that compliance
can be can be secured through command and control measures that
are outcomes of an economics of crime situation (Becker 1968b), given
4 Sumner (2002), and Adorno (1950)
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the right fine rates and external penalties. The alternative view is that
compliance may be voluntary and intrinsically motivated due to the
desire (for example) to be a good citizen (Slemrod 1998, Akers 1990),
or in order to satisfy some other motivations. For example, when
faced with a choice, “Instead of asking, ‘How will this alternative
fulfill my objectives?”’, and possibly attempting to maximise utility,
“decision makers seek to match the situation to their perceived iden-
tity or the identity of the social context, and to rules for behaviour”
(Nielsen 2010, p. 35). This process is referred to as the ‘logic of appro-
priateness’ (Nielsen 2010, p. 35).
Alternatively, it could be described as the ‘imitate the majority
heuristic’, which is one of the social heuristics outlined by Gerd Gigeren-
zer (2010). This heuristic can incorporate the possibility that individu-
als may have constituted their personal identity to be ‘someone who
complies with social norms’. This is discussed further in the next
chapter with respect to work on identity conducted by Wenzel (2007),
and Elliot Aronson (1976), and the process through which norms are
fully socialised such that they become completely incorporated into
the identity, and thereafter become automatic.
Voluntary compliance with norms and rules is of great interest to
researchers and policy makers alike, as it could indicate that peo-
ple are acting in line with some internalised short-cut decision rules,
whereby internalised values are activated through the external situ-
ation. As discussed in Garcı´a-Valin˜as, Macintyre & Torgler (2012),
volunteering and voluntary compliance indicate an ability to act col-
lectively, which is strongly related to the adaptive capacity of society.
Such a willingness to cooperate is especially useful in situations
where the costs involved in organising an enforcement regime are
very high; thus, voluntary compliance can reduce the cost of govern-
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ment operations. Slemrod (2002, p. 13) points out: “It is as if there
is a stock of goodwill, or social capital, the return to which is the
more efficient operation of government. This social capital stock may
be reduced by a policy change that decreases the incentive to be a
law-abiding citizen”.
Slemrod’s formulation holds regardless of whether the policy change
imposes a financial penalty or whether it alters the context of the de-
cision making environment such that the actors perceive a change in
the relationship with the authorities, supporting or impeding the in-
centive to behave in line with a particular element of one’s personal
identity. The “goodwill” Slemrod refers to could include the sense of
national pride and association with the national identity which could
then secure the compliant behaviour. Transaction costs for the gov-
ernment in being able to impose rules and extract taxes will also be
reduced. The reduction in transaction costs may strengthen the abil-
ity of a government to coordinate activity and behaviour in order to
achieve collective outcomes with respect to the provision of public
goods and resolution of the social dilemma.
Of all the compliance situations investigated in this chapter, the
topic of tax compliance has arguably attracted the most attention
in the literature. The ability to tax a population is a government’s
main source of revenue, and a government’s legitimacy can hinge on
its ability to tax effectively. Therefore, it is not surprising that tax
compliance is an important topic. Many discussions begin with a
reference to the seminal work of Allingham & Sandmo (1972) who
applied Gary S. Becker’s (1968a) economics of crime approach, and
questioned whether higher tax rates affect compliance based on the
taxpayer’s risk preferences (Joel Slemrod & Shlomo Yitzhaki 2002).
Over the past 20 years, many researchers have then discussed the
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necessity of extending the motivations of economic man to take into
account observed behaviour, as the standard model predicts a level of
tax compliance considerably lower than what is actually observed5.
Although the tax compliance literature proposes extensions to the
expected utility function (Alm & Torgler 2011), it largely retains the
assumption that people are compliant because they are maximising
their utility, but allows that they are taking into account broader mo-
tivations in their expected utility equation.
For example, many studies in tax compliance conclude that social
norms can materially impact compliance; if there is a social norm to
comply with paying taxes, one will pay taxes to avoid the social sanc-
tioning that arises from discovery of non-compliance. The sanction-
ing here can be internal (guilt or shame) or external (embarrassment
in front of one’s peers) and in both cases incurs a cost that can be in-
cluded in a utility function (Luigi Bosco & Luigi Mittone 1997). These
sanctions are beyond considerations of utility or disutility, and previ-
ous research has indicated that seeking anticipated desirable emo-
tions or avoiding undesirable emotions can have a significant effect
on actual behaviour (Rob Nelissen, Marijke C. Leliveld, Eric van Dijk
& Marcel Zeelenberg 2011).
However, this observed behaviour could also be represented by so-
cial heuristics, or a strategy for cultural fitness, or an adaptively ratio-
nal heuristic that says “if everyone else complies, then I comply” (see
discussion in Chapter 2). “For Durkheim, it is the sharing of some-
thing - in particular norms - that allows the passage of true causal
force from one actor to another. Norms are an ether that is necessary
to explain how social causality moves across seeming voids” (Andrew
Abbott 1998, p. 151). This is where the tax compliance literature and
5 See James Andreoni, Brian Erard & Jonathan Feinstein (1998), Torgler (2007a)
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work on social norms and tax morale can be compared with and re-
lated to the idea of social heuristics. If most people report their tax
honestly, then it is adaptive and appropriate for the individual to also
report honestly, or at least to state that tax evasion is never acceptable
(Frey & Torgler 2007).
The expectation that one will express loyalty to one’s nation and
engage in patriotic activities to benefit the nation could be seen as a
social norm or informal institution, or an adaptive heuristic (Robert.
Boyd & Peter J. Richerson 2004). Countries’ values become inter-
nalised and incorporated in the behavioural responses without the
necessity of external stimuli (Aronson 1976, p. 26). A range of em-
pirical evidence exists in favour of the proposition that norms in-
fluence compliance, and that people are more compliant than ratio-
nal choice would predict, which means that they are compliant for
reasons outside the rational choice framework (Torgler, Schaffner &
Macintyre 2010, Torgler et al. 2008).
A related perspective that seeks to explain compliance behaviour
is outlined in a concept Simon termed “docility” (Simon 1983, p. 55).
This refers to the process of internalisation of social norms through
socialisation, and a “propensity to behave... in ways defined as appro-
priate by the society” (Simon 1983, p. 65). People might comply with
social norms because it is the culturally fit thing to do. They might
comply with social norms because of a heuristic that says ‘comply
with social norms’ because it is an ecologically rational thing to do
(activating the ‘imitate the majority’ heuristic, if the group complies
with laws, and moral norms). Simon’s concept of “docility” explains
why an individual engages in actions that are not necessarily in the
interest of individual fitness: in this way, society ‘taxes’ the docile in-
dividual, and yet, docility is required for group fitness. Again, both
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Simon’s theory of bounded rationality and Gigerenzer, Hertwig &
Pachur’s (2011) work on heuristics requires the interaction of the ex-
ternal environment and internal environment to produce action.
A negative example of this docility and extreme internalisation of
norms was recounted by participants of the genocide in Rwanda:
after being prepared by what they heard on the radio and instruc-
tions from officials, the act of killing became habit and no longer
required external orders in order to carry out the atrocities (Cass R.
Sunstein 2009). Even though this is a highly unusual example, it
highlights the power of norms and the relative ease with which they
might become internalised.
It is possible that the individual might derive the benefit of cul-
tural fitness by acting in a way that secures the survival of the group
(Simon 1983) – this allows for a motivation to act according to the
rules for belonging but still requires a departure from standard the-
ory. Appeals to national pride and patriotism encourage us to coop-
erate for the good of the group. There are a range of activities for
which this means individuals might place the interests of the nation
over their own interest, and the next section examines some of those
circumstances.
3.2.2 Public and club goods
While theoretically, pure public goods are non-excludable and non-
rival in consumption, in reality, most public goods are only available
to a particular in-group of some definition, giving them the character
of a quasi-public or club good. For example, “[o]ne can think of
club goods as public goods sans non-excludability” (Patrick McNutt
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1999, p. 928). As discussed in Chapter 2, there is potentially a better
chance of solving the public good problem or the social dilemma at
the local level as all the members of the group are able to be identified
and identified with, and there is less chance of free-riding, or more
chance of punishing free-riding. The group to which the club good
is provided is clearly defined, there is less potential for rivalry in
consumption, and those outside the club can be identified.
Even within the in-group, and even when all members of the group
can be identified, there is a theoretical problem with provision of
public goods, as it is not necessarily rational for an individual to con-
tribute to the collective wellbeing, especially where free-riding is an
option. This is the classic situation with payment of taxes: while the
government relies on tax revenue to finance its activities in providing
public goods and services, if enough people decided to freeride on
the efforts of others, the public goods could not be provided. How-
ever, where the ingroup is constituted at some level (local, state, or
federal) and it is only to this ingroup that goods or services are avail-
able, the ‘public goods’ provided to citizens might actually be club
goods at the national level. Thus, while this chapter refers to ‘public
goods’, it is acknowledged that these might, on closer analysis, be
construed as ‘quasi-public’ or ‘club goods’.
The willingness to refrain from certain actions can also lead to pro-
vision of a ‘public good’; for example, not littering produces a public
good of a clean environment (Torgler, Garcı´a Valin˜as & Macintyre
2012). For example, with respect to littering morale, individuals in-
cur a cost by choosing to collect litter, when there is a clear (and
personally cheaper) option to simply discard the rubbish. Torgler,
Garcı´a Valin˜as & Macintyre (2010) argue that voluntary compliance
in this matter is primarily being driven by social norms. If the concept
149
national pride , compliance , and prejudice
of ‘patriotic duty’ can refer to an obligation to conform to a range of
norms that encourage moral behaviour for the benefit of the country,
it is possible that this antilittering norm might be related to national
pride or patriotism. Advertising campaigns such as “Keep Australia
Beautiful” and anti-littering campaigns such as “Clean up Australia
Day” draw on this connection to some extent, emphasising the na-
tional duty to keep the home country tidy and reinforcing the moral
reprehensibility of littering behaviour. It is possible to argue that the
campaigns attempt to increase awareness of the social cost of littering.
Individuals are encouraged to think of the good of the country more
generally, changing their perception of the personal costs incurred
when disposing of rubbish responsibly.
In the same way, refraining from drink driving produces a public
good of safer roads. Not engaging in bribery produces a public good
of a transparent and trustworthy institutional environment that facil-
itates economic activity and an improved society for all. In order to
test whether the observed compliance behaviour is due to law abiding
behaviour or whether it is due to more general, encompassing, proac-
tive and prosocial behaviours, the relationship between national pride
and participation in voluntary organisations is also analysed. Mem-
bership of these clubs could indicate a willingness to take proactive
steps to provide public goods to the community of which one is a
part. In order to control for whether the observed compliance or con-
tribution to collective outcomes is a result of law abiding behaviour
in general, the level of trust in government is included as a control
variable.
This chapter analyses the relationship between national pride and
the compliance outcomes discussed in the previous sections through
an examination of several dependent variables: tax morale, benefit
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morale, bribe morale, littering morale, and drink driving morale.
The relationship between national pride and collective outcomes is
tested through the analysis of church membership, membership of
sporting clubs, membership of an art group, membership of a labour
union, membership of a political organisation, membership of an en-
vironmental organisation, membership of a professional organisation,
membership of a charitable organisation, and membership of other
organisations.
Previous empirical work has also suggested that national pride and
national identity can assist in dealing with externalities such as envi-
ronmental damage. Torgler & Garcı´a-Valin˜as (2007) demonstrated
that national pride was correlated with higher preferences towards
environmental protection. National identity or national pride may
encourage cooperation among individuals and result in an increased
desire to engage in collective action in such areas as preservation of
the country’s environmental conditions. The dependent variables em-
ployed here relate to actions taken to help the environment: choosing
a product that is good for the environment, recycling, conserving wa-
ter, signing a petition, or contributing to an organisation. The analy-
sis tests whether there is any relationship between national pride and
the self reported willingness to engage in these activities to protect
the environment.
3.2.3 The dark side of national pride
Strengthening national pride has a dark side that should be con-
sidered: some expressions of ingroup preference can lead to non-
equitable situations. For example, there is a level of exclusion that
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exists in some clubs or organisations, where several types of people
are not accepted or allowed to enter. Hence, while some associations
have the ability to generate social capital, cohesion, or public goods,
at the same time they carry the potential to exclude others (Simon
Szreter 2000, Boyd Hunter et al. 2000). The social capital literature
has pointed out that the degree of network openness can affect the
quality of the relationships within those networks as well as their
productive ability (James S. Coleman 1988).
Exclusion therefore leads to an insider-outsider distinction on a
discretionary basis and may “contribute more to fostering parochial
narrow-mindedness and ethnic hostility than to addressing the fail-
ures of markets and states” (Bowles 2009, p. 492). Hence, “[t]he cre-
ation of clubs may thus reinforce polarization in society between the
‘in’ group and the ‘out’ group. Investing in social capital by promot-
ing clubs can thus have serious equity repercussions. This is true
even if we ignore the fact that certain groups may collude to explic-
itly dominate or exclude others ... A similar situation arises with
networks because better connected individuals profit from their con-
tacts.” (Steven N. Durlauf & Marcel Fafchamps 2004, p. 15).
This argument can be extended to the national level - better con-
nected individuals in the national network can profit from their sta-
tus as insiders. De Figueiredo & Elkins (2003) conduct an inquiry
into the connection between national pride and xenophobia, study-
ing the downward comparison and negative attributes of being part
of an ‘outgroup’. Anecdotal evidence from anti-immigration move-
ments indicate that some people do not wish to provide public goods
for outsiders. In addition, there are often conflicts within a nation:
for example in Belgium the Dutch-speaking Belgians resent paying
for the unemployment benefits of the French-speaking Belgians, de-
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spite the opposite being the case a few years ago. In Spain, many
residents of the state of Catalonia want independence and autonomy
over their own finances, rather than (as claimed) subsidising the rest
of the country.
Konrad & Qari (2012) claim to have conducted the first study focus-
ing specifically on the interaction of patriotism and tax compliance
and argue for a causal interpretation after submitting the data and
the specifications to several robustness checks. The authors find that
acceptance of immigrants is related to patriotism rather than nation-
alism, and suggest that the positive side of national pride maintains
openness towards foreigners. Using International Social Survey Pro-
gramme (ISSP) data, the authors employ a measure of national iden-
tity, constructing a factor variable from survey questions that measure
which domains of national pride prevail in each country.
The analysis in this chapter extends on Konrad & Qari’s (2012)
result regarding acceptance of immigrants, investigating a range of
questions about which groups of people the respondents would not
like to have as neighbours. The hypothesis is that a higher level of
national pride is positively related to exclusionary attitudes towards
‘outsiders’ (reflecting the prejudice of nationalism rather than the neu-
tral love of country ascribed to patriotism). National pride is analysed
with respect to the potential ‘outsider’ groups as follows: people with
a criminal record, people of a different race, emotionally unstable
people, Muslims, immigrants, people who have AIDS, drug addicts,
homosexuals, people of a different religion, political extremists, Chris-
tians, left wing extremists, and right wing extremists.
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3.2.4 Willingness to go to war
One of the most remarkable categories of these ‘compliance’ decisions
is that people willingly give up their life for their country. Pagano
(1992, p. 2) expresses the conundrum concisely: “How is it possible
that utility-maximising individuals, who may free-ride on so many
simple duties of everyday life, may be ready to die for those imag-
ined communities” [of the nation]? There is no financial cost-benefit
calculation that can explain such an action: something else must be
at work. Even taking into account that some people may place a low
value on their lives or have a low level of risk aversion, it still does not
follow that they should be so willing to ‘proudly serve their country’
in war. This is regardless of how they weight the expected probability
of dying, or whether they explicitly calculate the probability of dying
as an interaction with the amount of wages received in war and dis-
cover that it is higher than expected earnings gained throughout their
lives.
The question of willingness to go to war is discussed separately
to the exploration of the light and dark sides of national pride, as
it not ethically clear whether it is a positive or negative outcome of
identification with the group. On one hand, willingness to go to
war provides a public good of defence, however it is possible that a
combination of too much national pride with prejudice can produce
nationalism and the outgroup derogation that could lead people to
war for what could be described as ethically ambiguous reasons.
Torgler (2003) devotes an entire paper to investigating the willing-
ness to go to war, analysing the factors behind the preparedness of
some people to make this sacrifice for their country. The results in-
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dicate that national pride (as measured by the same WVS question
used in this study) and ideology (right political orientation) are con-
sistently correlated with a willingness to go to war. However, there
is a key difference in the way Torgler (2003) employs the concept of
pride. The measure is the same, using the same question from the
WVS, but the notion of pride encompasses a more general feeling,
which includes such domains as a kind of pride in work or the ability
to do certain kinds of work. In addition, the hypothesised direction of
causation is slightly different: Torgler suggests that “pride produces a
sense of national identification”; here it is suggested that the concept
suffers from one of Simon’s feedback loops, and a sense of national
identity may also induce an experience of a sense of pride.
3.3 dataset and variables
Two large international survey data sets are merged to investigate
several interesting questions at the micro level. In line with recent lit-
erature investigating attitudes and questions of morale and other phe-
nomena that cannot be measured directly, the following micro level
analysis uses data extracted from both the European Values Study
(EVS) and the World Values Survey (WVS).
The EVS longitudinal dataset (1981-2008) is generated from a Europe-
wide investigation of socio-cultural and political change. A survey is
administered across all participating countries, which collates data
on the basic values and beliefs of people throughout Europe. Data
for the EVS has been collected for approximately the last 30 years,
with the first surveys made between 1981 to 1983, then every nine
years, in 1990 to 1991, in 1999 through 2001, and again in 2008 to
2010, with an increasing number of countries participating with each
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successive wave. The European Values Survey (2011) Variable Report
Longitudinal Data File explains the methodological approach, report-
ing information on individual wave or country documentation, the
response rates, the different stages of sampling procedures, the trans-
lations of the questionnaire, as well as measures of coding consistency,
reliability of data, and data checks.
The surveys are conducted by experienced professional survey or-
ganisations in every country except Greece. Adult citizens 18 years
and older are interviewed face-to-face by the researchers. Tilburg Uni-
versity coordinates the project, providing guidelines to the research
groups administering the surveys, which ensures that standardised
information is communicated in the surveys and the data is nation-
ally representative. The questions are asked in a certain sequence,
and involve wide-ranging topics in order to avoid framing biases. The
response rates vary between countries, but the average is around 60
percent.
Asking an identical set of questions of such a broad range of indi-
viduals in various European countries provides a valuable opportu-
nity to empirically examine the relevant issues. All waves of the EVS
are employed in this study, allowing the analysis of a large data set of
national samples. As mentioned in the previous paragraph, the EVS
is formulated as an extremely broad survey of cultural and social is-
sues, which means it has a lower “danger of framing effects when
compared with many other surveys that focus entirely on a specific
question” (Benno Torgler 2012, p. 15). In addition, this can help to
mitigate the possibility that respondents might report answers that
they believe the researchers expect (Torgler & Garcı´a-Valin˜as 2007).
The merged dataset analysed in this chapter also includes all avail-
able waves (from 1 to 6) of the WVS, which was collected between
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1981 to 1984, 1990 to 1994, 1995 to 1998, 1999 to 2004, 2005 to 2009,
and 2010 to 2014. The WVS is conducted to gain an overview of the
values and norms of different countries, enabling comparisons to be
made and changes to be monitored (WVS 2011). A sample from the
adult population 18 years and over is surveyed. The construction
of the World Values Survey ensures that respondents are not biased
by the context of the survey as the questions cover a wide variety
of topics from attitudes to technology, to personal finances, politics,
euthanasia and morality (WVS 2011, p. 3). As with the EVS, this
helps to mitigate the possibility that respondents will report the an-
swers they believe are required by the researchers (Torgler & Garcı´a-
Valin˜as 2007). Together, the EVS and WVS provide survey data on
111 countries.
In addition, several macro-level variables are included in the merged
dataset, all of which are related to the cultural and institutional com-
position of a country. As discussed in Chapter 1, these are important
considerations in a cross-country analysis of national pride and na-
tional identity, as culture and institutions may influence identification
with the nation state. The variables included as macro level controls
are drawn from several different datasets. The first is the Worldwide
Governance Indicators (WGI). This large international dataset pro-
vides indicators related to governance dating back to 1996, and covers
over 200 countries. The dataset is structured around six broad indi-
cators of governance developed by Daniel Kaufmann, Aart Kraay &
Massimo Mastruzzi (2011). It was aggregated from 31 different data
sources, based on surveys administered to non-governmental organ-
isations, commercial providers of business information, and public
sector organisations. The methodology used to construct these indi-
cators is explained in Kaufmann, Kraay & Mastruzzi (2011).
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Secondly, data on fractionalisation is drawn from the “Fractional-
ization” dataset that measures religious, ethnic, and language hetero-
geneity in 215 countries. In some cases the data go back to 1979,
but in most cases the data are available since 2001. The methodol-
ogy used to construct the dataset is explained in Alesina et al. (2003),
and includes the sources of the information such as Encyclopaedia
Britannica, CIA World Facts Book, and others.
Finally, inclusion of variables drawn from World Development Indi-
cators (WDI) provide a way to control for economic factors and issues
related to population. This dataset is generated by the World Bank,
compiled according to six main themes: world view, people, envi-
ronment, economy, states and markets, and global links. The dataset
covers 188 World Bank member countries, in addition to economies
with populations over 30,000 (214 countries in total) across the time
period 1960 - present. Such a large and broad ranging dataset allows
cross-country comparisons, and is often used for study on economic
development, economic policy, and for the important data on trends
in Millennium Development Goals (MDG). The methodology of data
collection and aggregation can be found in the report by World Bank
(2014).
3.3.1 Advantages and disadvantages of datasets
The strength of this data analysis lies in the ability to explore the
impact of national pride on a range of different situations related to
compliance, while checking if the effect is observed across countries.
The merged dataset includes data on up to 47 countries for the EVS
and 99 countries for the WVS, with a total of 111 different countries
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in the merged dataset (countries listed by ranking in Chapter 1, Table
1). Employing data with such breadth and depth allows exploration
of the different channels (e.g., rule or norm compliance, voluntary
participation, or acceptance of outsiders) through which individuals
exhibit compliance. Furthermore, the coverage of these surveys is
valuable in permitting cross-country and cross-regional comparisons.
Although the use of survey data is often criticised for framing bi-
ases, the breadth of questions covered in the WVS and the represen-
tative sample ensures this problem is minimised (Torgler & Garcı´a-
Valin˜as 2007, p. 539). There are certainly many limitations in the use
of survey data in general, and in the EVS or WVS in particular. It
should be noted that even though the EVS and WVS datasets are
called ‘longitudinal’ datasets, they are not panel surveys. This is un-
fortunate, since a survey that followed individuals over time would
have allowed a more accurate study of the dynamics of adjustment
and causality problems. However, at this time, only cross-sectional
datasets cover such a large number of countries. The available true
panel datasets are primarily country specific (e.g. German Socio-
Economic Panel (GSOEP), or the HILDA: a dataset on Household,
Income and Labour Dynamics in Australia) which reduces the gener-
alisability of the results.
Some of the dependent variables employed here indicate coopera-
tion in a public good situation or refraining from certain behaviour
which then indirectly contributes to a public good, and some of the
dependent variables measure indicators of the dark side of national
pride. With such a broad coverage of factors relating to cooperative
behaviours, it is possible to obtain a good overview of the relation-
ship between national pride and compliance. The analysis measures
not only those who see national pride, rule and norm compliance as
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part of the package of civic duty, but also searches for evidence of
whether national pride is related to voluntary activities in general,
which is a proactive element of provision of public goods.
By using these large international datasets it is possible to cover
many countries and cultures, allowing a global view of the interaction
between national pride and the other variables of interest. This can
be contrasted with the localised efforts in the laboratory experiment
analysed in the following chapter. Of course, localised experiments
are valuable precisely for their ability to focus on local issues, and
the ability to better handle the causality issues. In a multi-pronged
approach, the unique advantages of each procedure or methodology
may be captured, and each may complement the other.
While this dataset offers valuable opportunities for cross-country
comparisons, there are of course several problems with using a dataset
that covers so many countries and cultures. As Alesina et al. (2003,
p. 179) point out: “A cross-country statistical exercise is a crude way
to summarize complex political and economic histories of countries
and their constituent ethnic groups”. Different countries will have
different norms of national pride and different ways of expressing
that pride. There will be different dimensions of national identity,
with different countries (and even regions within countries) holding
a different image of themselves compared with others.
It is possible to deal with these problems to some extent by control-
ling for continent specific characteristics with continent fixed effects
(although there is still a lot of difference within continents); control-
ling for country specific characteristics with country fixed effects; and
also clustering the regressions over country blocks. Unfortunately
with the data available in this study it is not possible to cluster over
region, however, the wisdom of Charles Babbage gives some conso-
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lation on this account: “Errors using inadequate data are much less
than those using no data at all”.
Furthermore, survey data is not without its downsides. One of the
problems with relying on self-reported attitudes towards an issue is
the potential for respondents to provide misleading information, ei-
ther to ease their own guilt about their behaviour, or out of a desire to
please the interviewer. The subjective characteristics of survey data
commonly attracts criticism, and as a result, many economists have
been reluctant to work with such data. One criticism of using sur-
vey data arises from the inability to determine if the respondents are
giving truthful answers, especially as the interviewers cannot objec-
tively determine the truth for themselves (Satoshi Kanazawa 2005).
One way of validating the responses is to calculate the correlation
between respondents’ statements and observed behaviour. However,
this is only possible for specific questions (e.g., voting behaviour).
Another criticism is that the process of collecting survey data in-
duces framing biases owing to the order in which the questions are
asked, or because the responses are ‘primed’ due to the theme of the
questions. However, the advantage of the EVS and the WVS is that
they are wide-ranging surveys and the questions cover many differ-
ent aspects. The data collected on the questions used in this chapter
were only a small part of the larger EVS and WVS survey, which is a
further guard against framing biases.
There are also several advantages and disadvantages of the macro
data employed. One downfall is due to the large set of factors that
could have been considered for inclusion in this study, thus raising a
possible criticism regarding the omission of several important factors.
However, variables were selected according to their relevance, based
largely on previous literature. In general, one of the advantages of
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using macro variables is that it is no longer necessary to take into
account the degrees of freedom, although adding macro variables
into a micro dataset can be criticised for producing downward biased
standard errors (Torgler 2008). The remedy is to adjust the standard
errors by clustering on countries (Torgler 2008), allowing the errors to
be correlated within the clustered block, but not between the clusters
(Jeffrey M. Wooldridge 2010). The biggest advantage of adding macro
variables is that it controls for institutional and cultural confounds.
As discussed in Chapter 1, national pride may have a different impact
on the dependent variables depending on the institutional, economic,
and cultural factors relevant to the country or continent in question.
3.3.2 Method
The EVS, WVS, and relevant macro variables are merged into one
dataset, and all analysis is conducted on this large dataset. The main
methodology employed is multiple regression analysis, which is a
standard analytical tool in economics, but does attract criticism and
is not always appreciated by practitioners in social psychology, sociol-
ogy or psychology (Richard B. Darlington 1968, Abbott 1998, Michael
Shalev 2007). The rationale behind using multiple-regression analysis
is the ease with which the influence of different variables may be sep-
arated out while at the same time controlling for several intervening
factors.
One of the most serious criticisms regarding the use of survey data
with multiple regression analysis (rather than non-random experi-
mental data) arises from the inability to provide a single estimate
for the effect of national pride on the independent variables (such as
162
3.3 dataset and variables
compliance, morale, exclusion). Any estimate produced will be noisy
and it is impossible to include all factors that could affect the inde-
pendent variables. Paul D. Allison (1999, p. 20) rightly points out:
“No matter how many variables we include in a regression equation,
someone can always come along and say, ‘Yes, but you neglected to
control for variable X and I feel certain that your results would have
been different if you had done so”’. In general, as discussed at the
beginning of the chapter, it would would be more appropriate to re-
fer to observable correlations when discussing and interpreting the
empirical results presented here.
Thus, the analysis can more confidently be seen as a descriptive
study. While regressions can be used to approximate experiments
in the absence of random assignment (Angrist & Pischke 2008), in
many situations such as the one faced here, it is quite challenging to
deal with causal interpretations. Due to the feedback loops regarding
national pride and national identity discussed in Chapter 1, it is im-
portant recognise that it is also problematic to interpret the results of
this study and the observed correlations as causal effects. It is better
to describe the results as more precisely estimated partial correlations.
Such results are still able to offer guidance or hold policy implications
as long as one is aware that these are not fully precise estimates of
the causal effect of interest.
3.3.3 National pride
The following proxy variable from the merged survey questionnaires
is used to measure national pride:
163
national pride , compliance , and prejudice
How proud are you to be [Nationality]?
The answers are coded as follows: 1 = Not at all proud, 2 = Not very
proud, 3 = Quite Proud, 4 = Very proud.
All other responses (don’t know, no answer, not applicable, not asked
in survey) are treated as missing.
The advantage of working with this proxy is that it is a simple
question allowing a general response with respect to the level of na-
tional pride without invoking or focusing on particular dimensions of
national pride. The fact that survey respondents are able to answer
this question without specific information regarding the particular
dimensions gives strength to the argument that national pride exists,
as it is possible to ask such a simple question and receive ranked
answers. However, there is also a disadvantage in this variable: be-
cause the scale will possibly be different for each individual, there is
no objective means by which to tell whether “not at all” for one per-
son is the same intensity as “not very proud” for the next. In other
words, the intensity of the feeling or attitude cannot be objectively
determined. Therefore the scale itself may suffer from heterogeneity,
although there are some arguments in the literature suggesting that
even the scale may be estimated correctly (discussed below).
The main proxy variable for national pride is based on only a sin-
gle question. There are advantages and disadvantages to using a
single measure rather than an index, and use of a single indicator
has been both criticised and defended in other literatures, for exam-
ple, in the recent work on happiness. Andrew E. Clark, Paul Fri-
jters & Michael A. Shields (2006) defend the use of a single measure
that is ranked on an ordinal scale by pointing out that self-reported
measures can be compared with the measures given by a second per-
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son; for example, A says she is happy, but does B also think A is
happy? Previous research outlined by Clark, Frijters & Shields (2006)
suggest that these rankings will be closely correlated. Secondly, the
test-retest correlation is high, especially when the questions are ad-
ministered close together. Finally, physiological and neurological re-
search is moving towards physical measures of brain activity that can
be tested against the self-reported measures.
Torgler & Schneider (2009) compare the validity of single item mea-
sures with multi-item indexes. In defence of the single item measure,
the authors point out that previous studies have found similar re-
sults when comparing use of a single item in survey analysis and
in experiments, and that a single item avoids the complications of
constructing an index. However, when the issue is a complex one,
or a “multi-dimensional concept”, there are some benefits from us-
ing a multi-item index, particularly as errors might average out, pro-
viding a “more reliable measure” (Torgler & Schneider 2009, p. 233).
Furthermore, Torgler & Schneider (2009, p. 233) note: “Compared
to a single-item measure, a multi-item index likely provides better
score reliability by pooling together information that the items have
in common; a multi-item tool also increases validity by providing a
more representative sample of information about the underlying con-
cept, and it increases precision by decreasing score variability”. Thus,
there are several strong arguments in favour of multi-item indexes.
On the other hand, when discussing the attempts to create a mul-
tiple item scale to capture the different dimensions of trust, Eric M.
Uslaner (2015) points out that the three items implemented on one
scale demonstrate very little correlation between trust and fairness
and helpfulness. Furthermore, measured trust has decreased over
the past 50 years while fairness and helpfulness have not, and in fact
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fairness has increased. Thus, a major problem with multi-item in-
dices is that they can increase rather than reduce measurement error
if the scale is composed of indicators that do not access the same
underlying concepts (Uslaner 2015, p. 101).
It is clear that the problem with selecting a single item measure
versus a multi-item measure is not a simple one, and there are up-
sides and downsides to both options. It is especially difficult when
the issue under analysis is complex and suffers from feedback loops.
In such a case it will always be difficult to construct an adequate
index, or to capture all the relevant information with a single item
response. Therefore, even though a single indicator could suffer from
measurement problems, an index is difficult to construct, requiring
complicated decisions in order to get the index right so that it is
meaningful and accurate. Torgler (2005, p. 527) criticises the use of
indexes, stating that they “do not tell as much as a single instrument”,
and furthermore, they disregard “substitutive and complementary re-
lationships between the single components”, especially if the index is
nonweighted and composite (Torgler 2005, p. 529). In addition, use
of a single item measure for national pride is in line with the single
item measures used by tax morale studies6.
At this point, it is relevant to remember that respondents across
countries and continents are able to to answer the question of whether
they are proud to be their nationality without further explanation,
and most are able to reply clearly in the affirmative or the negative.
As Bruno S. Frey & Alois Stutzer (2002, p. 409) note, people can be
the best judge of their experience, and it is “a sensible tradition in
economics to rely on the judgement of the persons directly involved”.
An individual’s cognitive assessment of their internal state will be
6 For an overview see Torgler (2007a)
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based on history, experience, comparisons with other people, and
expectations of the future (Frey & Stutzer 2002). Thus, while it is
possible that self-reported measures may suffer from subjective bias,
there are several arguments suggesting that people are very good
at reporting reasonably objective and comparable ordinal measures
of internal experience. Moreover, as Frey & Stutzer (2002) indicate,
there are several popular economic measures that have well-known
shortcomings yet are widely used to measure aggregate welfare – one
of which is national income.
3.3.4 Dependent variables
The first set of dependent variables indicate cooperation in a public
good situation, whether directly (as in tax compliance or tax morale
or willingness to go to war) or indirectly (as in refraining from litter-
ing or drink driving).
3.3.4.1 Willingess to go to war
To measure willingness to go to war, survey respondents were asked
the following question:
Of course, we all hope that there will not be another war, but if it
were to come to that, would you be willing to fight for your country?
The responses are coded for the probit analysis as 1 = YES, 0 = NO.
All other responses (don’t know, no answer, not applicable, not asked
in survey) are treated as missing.
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As discussed earlier in this chapter, even taking into account that
some people may place a low value on their lives or have a low level
of risk aversion, it still does not follow that they should be so willing
to “proudly serve their country” in war. This is regardless of whether
they expect to die or whether they calculate the probability of dying
as an interaction with the amount of wages they receive in war and
discover that it is higher than expected earnings gained throughout
their lives.
3.3.4.2 Compliance
The following five questions relate directly to compliance, but as dis-
cussed previously, can also be seen as indirect provision of public
goods (the corresponding variable names are in parentheses and ital-
ics).
The master question asks:
Please tell me for each of the following statements whether you
think it can always be justified, never be justified, or something in
between:
Cheating on tax if you have the chance (Tax morale)
Claiming state benefits to which you are not entitled (Benefit morale)
Someone accepting a bribe in the course of their duties (Bribe morale)
Throwing away litter in a public place (Littering Morale)
Driving under the influence of alcohol (Drink-driving Morale)
A ten-scale index is used for these questions, with the two extremes
being ‘never justified’ and ‘always justified’. The natural cut-off point
is the value 1, where a high number of respondents assert that such
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activities are ‘never justified’. Histograms supporting this cut-off are
presented in the Appendix. Thus, for use in the probit analysis, these
variables take the value 1 if the respondent says that such an activ-
ity is ‘never justified’, and 0 otherwise. All others (don’t know, no
answer, not applicable, not asked in survey) are treated as missing.
3.3.4.3 Environmental actions
Environmental morale or willingness to pay to protect the environ-
ment is measured through a range of questions. The master question
asks:
Which, if any, of these things have you done in the last 12 months,
out of concern for the environment?.
Have you chosen household products that you think are better for the
environment? (Bought household product)
Have you decided for environmental reasons to reuse or recycle some-
thing rather than throw it away? (Recycle)
Have you tried to reduce water consumption for environmental rea-
sons? (Reduce water consumption)
Have you attended a meeting or signed a letter or petition aimed at
protecting the environment? (Attend meeting, signed petition)
Have you contributed to an environmental organization? (Contributed
to env org)
The responses are coded 0 = ’Have not’, and 1 = ’Have done’, with all
others (don’t know, no answer, not applicable, not asked in survey)
treated as missing. The corresponding variable names are in paren-
theses and italics.
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Previous empirical work has suggested that national pride and na-
tional identity can assist in dealing with externalities such as environ-
mental damage. Torgler & Garcı´a-Valin˜as (2007) showed that national
pride was correlated with higher preferences towards environmental
protection. National identity or national pride may encourage cooper-
ation among individuals and result in an increased desire to engage
in collective action in such areas as preservation of the country’s en-
vironmental conditions.
3.3.4.4 Active/inactive membership
Moreover, Tyler (2000) argues that pride has an impact on group,
organisational, and societal behaviour, and is a foundation for en-
couraging cooperative behaviour. Thus, the relationship between na-
tional pride and membership in voluntary organisations and societies
is analysed, as it provides another perspective on proactive steps to
provide public goods and deal with externalities. Some of these or-
ganisations (such as sporting clubs) may be considered a club good,
however they are included here because (as discussed in Chapter 1)
the positive externalities that may be referred to as social capital gen-
erated by their operation may have public (or quasi-public) good qual-
ities for society.
The master question asked:
Now I am going to read out a list of voluntary organizations; for
each one, could you tell me whether you are a member, an active
member, an inactive member or not a member of that type of organi-
zation?
Church or religious organization (Church)
Sport or recreation organization (Sport)
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Art, music or educational organization (Art)
Labour union (Labour)
Political party (Political)
Environmental organization (Environment)
Professional association (Professional)
Charitable organization (Charitable)
Any other voluntary organization (Other)
The questions are coded 2 = ’Active member’, 1 = ’Inactive mem-
ber’, 0 = ’Not a member’, and all others are treated as missing. For the
probit analysis, this variable is recoded so that 1 indicates an active
member, while 0 corresponds with inactive members and nonmem-
bers.
3.3.4.5 Do not like as neighbours
As discussed in the introduction, in addition to the ‘light’ side of na-
tional pride that encourages cohesion, cooperation, and group iden-
tity, there is a possible ‘dark side’ that could be exclusionary. We use
a proxy for acceptance of outsiders, measured by the following mas-
ter question:
On this list are various groups of people. Could you please sort
out any that you would not like to have as neighbors?
People with a criminal record (Criminal)
People of a different race (Different race)
Emotionally unstable people (Emotionally unstable)
Muslims (Muslims)
Immigrants or foreign workers (Immigrants)
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People who have AIDS (People with AIDS)
Drug addicts (Drug addicts)
Homosexuals (Homosexuals)
People of a different religion (Different religion)
Political extremists (Political extremists)
Christians (Christians)
Left wing extremists (Left wing extremists)
Right wing extremists (Right wing extremists)
The responses to these questions were coded 0 ’Not mentioned’ 1
’Mentioned’ and all others were treated as missing. The correspond-
ing variable names are in parentheses and italics.
It should be noted that the answers to this question could be re-
garded as measures of tolerance, defined as a “respect for diversity”,
an “openness”, with the result that “a tolerant person accepts the
presence and participation of all kinds of people in society” (Niclas
Berggren & Therese Nilsson 2013, p. 177).
Several economists are skeptical about using such attitudinal ques-
tions as the dependent variable due to measurement-error problems
(Marianne Bertrand & Sendhil Mullainathan 2001). However, there
are methods to deal with such potential biases (Torgler & Schneider
2009), and it is important to continue the search for better methodolo-
gies on how to work with such data and how to better deal with such
shortcomings. An increasing number of economists are exploring at-
titudinal questions, which should gradually lead to further method-
ological innovations. It would be a pity to neglect interesting research
questions due to such problems. Recent research into social capital,
corruption, happiness, and tax compliance has generated interest-
ing insights by exploring the causes of attitudes (Paul R. Brewer &
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Marco R. Steenbergen 2002, Eric M. Uslaner 2004, Eric C.C. Chang &
Yun-han Chu 2006, Torgler 2007a, Torgler 2008).
Of course, there are shortcomings to the specific questions em-
ployed in this analysis. The statements are relatively vague: the do-
mains or dimensions of national pride are not clearly specified, and
neither is the degree of (for example) income tax that is defrauded,
nor the welfare benefits claimed. As a consequence, the participants
are not aware of their hypothetical benefit if they were (hypothet-
ically) to cheat. The consequences of being caught breaking these
rules are not mentioned, hence the penalties are not clear. Such ques-
tions alluding to unspecified benefits and attitudes will increase the
variance in responses and may influence the willingness to condemn
rule or norm violations (H. Peter Witzke & Guido Urfei 2001).
The benefit of an unspecified statement is that it can help to mea-
sure actual preferences and values, and may actually reduce calcu-
lated or strategic answers. By not specifying goods or quantitative
values, the severity and nature of the norm or rule violation in ques-
tion does not have to be thoroughly explained. Thus, it may be that
such questions elicit respondents’ truthful willingness to justify the
behaviour. By asking whether the behaviour can be justified (some-
times, always, or never) the question captures a hypothetical inten-
tion and does not prime the respondent to assess in financial terms
the benefit of evasion versus the costs of detection.
3.3.5 Control variables
Several micro level controls such as age, gender, and other socioe-
conomic factors are implemented in the analysis, along with some
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macro level controls that take into account the different cultural and
institutional settings across countries.
3.3.5.1 Gender
Gender differences in several fields of behaviour have been estab-
lished by recent empirical studies, and the literature on social norms
indicates that women are more compliant with respect to society’s
rules (Torgler 2007a). Additionally, women demonstrate more con-
cern about environmental problems (Lynnette C. Zelezny, Poh-Pheng
Chua & Christina Aldrich 2000).
When separating out the effect of economics education on contri-
bution to a public good game, Axel Ockenfels & Joachim Weimann
(1999) find that the decrease in solidarity and sacrifice was only ob-
servable with males. Thus, gender is an important and interesting
control variable in this analysis.
3.3.5.2 Employment
The empirical literature on rule compliance has demonstrated the im-
portance of socio-demographic and socio-economic factors (Charles R.
Tittle 1980, Torgler 2007a). In addition, the results from De Figueiredo
& Elkins (2003) indicate that norms may vary across different socio-
economic and socio-demographic groups. The authors suggest that
authoritarian personality and personal frustration are related to prej-
udice and not necessarily any economic threat posed by immigrants.
Previous findings in the immigration policy literature reach similar
conclusions – personal characteristics predict attitudes to immigra-
tion policy, not always concern about economic self interest. An indi-
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vidual’s economic situation is nevertheless of interest, as income and
employment status are important socio-economic control variables
in other areas of study (Garcı´a-Valin˜as, Macintyre & Torgler 2012,
Torgler, Garcı´a Valin˜as & Macintyre 2012, Torgler, Garcı´a Valin˜as &
Macintyre 2010, Torgler, Garcı´a Valin˜as & Macintyre 2008a); for exam-
ple, unemployed individuals have lower preferences for environmen-
tal protection policies. Similarly, the literature on crime has shown
that unemployment is an important factor for criminal activity (Horst
Entorf & Hannes Spengler 2002). Employment is measured using a
dummy variable, divided into the categories of
• Full time,
• Part time,
• Self employed,
• Retired,
• Housewife,
• Student,
• Unemployed,
• Other
with Full time employed serving as the reference group.
3.3.5.3 Marital status
Marital status is included as a control variable, in line with previous
empirical studies in tax compliance, such as Torgler, Schaffner & Mac-
intyre (2010). Marital status may affect the tendency towards being
more conservative with respect to compliance and may also impact
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the likelihood of being more conservative with respect to the dislike
of certain neighbours. The variable is measured using the categories
of
• Married,
• Divorced,
• Separated,
• Widowed,
• Never married
with Married serving as the reference group.
3.3.5.4 Education
Higher levels of education are often correlated with less hostility to
immigrants: thus, due to different “norms of expression within the
peer group” (De Figueiredo & Elkins 2003, p. 182), it is relevant to
include educational background, age group and geographic regions
(country, continent) in the empirical analysis.
Education is measured using a dummy variable, including the cate-
gories of
• Inadequately completed elementary education,
• Completed (compulsory) elementary education,
• Incomplete secondary school: technical/vocational,
• Complete secondary school: technical/vocational,
• Incomplete secondary: university-preparation,
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• Complete secondary: university-preparation,
• Some university without degree/Higher education,
• University with degree/Higher education
(with the last category serving as the reference group).
Torgler & Garcı´a-Valin˜as (2007) find that formal education impacts
on environmental preferences, as does informal education. Torgler,
Garcı´a Valin˜as & Macintyre (2010) also provide strong support for the
idea that informal education matters. However, it should be noted
that the relationship between education and rule compliance is not
robust in the compliance literature.
3.3.5.5 Age
Tittle (1980) explains with increasing age, the social stakes may in-
crease, particularly in relation to material goods and status. Aged
persons may also depend more strongly on the reactions from others,
and may want to avoid exclusion. This can provide its own motiva-
tion for compliance behaviour, ensuring observance of social norms
adherence to socially appropriate behaviour (Sebastian Bamberg &
Guido Mo¨ser 2007). The literature on tax morale supports the exis-
tence of this age effect (Torgler 2007a), as does the criminology lit-
erature via extensive exploration of the impact of age on crime7. In
this study, age is measured with a dummy according to the following
categories:
• Age 13–29,
• Age 30–39,
7 For an overview see Benno Torgler & Neven T. Valev (2006)
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• Age 40–49,
• Age 50–59,
• Age 60–69,
• Age 70+
with Age 13–29 as the reference group.
3.3.5.6 Waves
Dummies for the different waves of the EVS and WVS are included to
control for a potential cohort effect, as this is not a true longitudinal
panel dataset. The full list of waves is discussed in Section 3.3. As the
2005-2009 wave has the most observations it serves as the reference
group.
3.3.5.7 Geographic region
Geographic region is controlled with continent fixed effects (as Eu-
rope has the most observations it serves as the reference group) and
clustering over country. Country specific factors are controlled with
country fixed effects (as Germany is the country with the most obser-
vations, it serves the reference group) and clustering over country.
Although nations are political entities and are not always aligned
to the ethnic nationalism within their borders, it makes sense to clus-
ter over country as there may be country specific factors that affect
the sampling and results. Controlling for country fixed effects and
continent fixed effects takes into account country and continent spe-
cific differences, although the two are never employed in the same
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regressions, as they would be perfectly collinear. Continent fixed ef-
fects are used in Specifications 1, 2, and 5; while country fixed effects
are used in Specifications 3 and 4.
3.3.5.8 Confidence in parliament
The confidence in parliament is controlled as it could represent the in-
stitutional background and serve as a proxy for the relationship be-
tween the government and the people. As noted by Kenneth Newton
(2001, p. 205), confidence in the parliament is a measure of political
trust, and furthermore, “confidence in institutions is also about some-
thing deeper and more fundamental than trust in politicians or in
particular governments. Parliament is the main representative insti-
tution of democratic governments”.
The master question asks:
Please look at this card and tell me, for each item listed, how much
confidence you have in them, is it a great deal, quite a lot, not very
much or none at all?
Parliament
Variable coded 1 = no confidence to 4 = a great deal of confidence.
Responses of no answer, not in survey, and don’t know coded as
missing.
3.3.5.9 Macro variables
As discussed in Chapter 1, history and culture can play a large part
in internalising social norms of expression of national pride, and can
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influence both the sources of pride and the extent of pride expressed.
It is possible that expressions and norms of national pride can be
also be driven to some extent by the economic factors in a country.
In addition, as previously discussed, factors such as tax compliance
and tax effort can be affected by the history of the country and the
institutions and the relationship between the citizens and the state
(e.g. democracy, representation).
Thus, several macro level variables are included to control for the
institutional and cultural environment. Firstly, the (mean) rule of law
is drawn from the World Governance Indicators (WGI). One value
is estimated for each country, so this does not capture changes in
the institutions over time. WGI scores range between –2.5 and 2.5,
with higher scores indicating better institutions. Kaufmann, Kraay &
Mastruzzi (2011, p. 223) describe the variable of rule of law as “captur-
ing perceptions of the extent to which agents have confidence in and
abide by the rules of society, and in particular the quality of contract
enforcement, property rights, the police, and the courts, as well as
the likelihood of crime and violence.” This measure is a proxy for the
relationship between individuals and both informal and formal rules.
The other five indicators of governance are: voice and accountabil-
ity; political stability and absence of violence/terrorism; government
effectiveness; regulatory quality; and control of corruption.
As noted by Kaufmann, Kraay & Mastruzzi (2011), these indicators
are correlated with one other, so it can be anticipated that there are
many interrelationships between the source data and the outcomes as
well. For example, stronger voice and accountability or greater politi-
cal stability will likely be related to a stronger rule of law. The analy-
sis in this chapter concentrates on rule of law because it measures the
relationship between individuals and social rules, as well as the qual-
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ity of formal authority which would affect the relationship between
citizens and their governments, possibly also providing another av-
enue (or domain) of pride in the country. For a discussion of WGI
variables (previously known as Quality of Governance Index), see
Bird, Martinez-Vazquez & Torgler (2006), and Bird, Martinez-Vazquez
& Torgler (2004).
The next macro variable is total fractionalisation, which represents
the sum of ethnic, linguistic and religious heterogeneity in a country.
Fractionalisation is an important consideration in the political and cul-
tural structure of a society. One value is estimated for each country,
so this does not capture changes in the institutions over time. Higher
levels of fractionalisation have been implicated in political instability,
poor institutional quality, low economic growth, increasing the diffi-
culty of providing public goods, lower trust, and less participation in
social activities (Alesina et al. 2003).
It is common to implement ethnic fractionalisation as a control
variable in cross-national analyses of economic activity due to the
negative relationship between economic achievement and ethnic het-
erogeneity (Alesina et al. 2003). Costa & Kahn (2010, p. 110) note
that “[c]ompany socioeconomic and demographic diversity was the
single most important predictor of desertion” from the army during
the Civil War. As the variable employed here is a composite of the
three main kinds of fractionalisation, it is only necessary to point out
that lower values of total fractionalisation mean less overall heterogene-
ity, or in other words, lower scores indicate more homogeneity. The
range is from 0 (maximum homogeneity) to 1 (maximum fractionali-
sation) for each index, thus the additive range is 0 to 3. Neither rule
of law nor fractionalisation are implemented in the same regressions as
country fixed effects.
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A range of control variables are drawn from the World Develop-
ment Indicators, with the data on each of the variables matched by
wave to the WVS/EVS merged data. In line with several previous
studies8, measures relating to economic performance, structure of the
economy, and population characteristics are included. With respect
to tax effort, Bird, Martinez-Vazquez & Torgler (2004, p. 284) discuss
the role of “supply” factors in determining the revenue raised, and
the style of tax regime. The authors claim that while it is important
to investigate tax handles that can easily be taxed (such as mining
and foreign trade), it is also important to account for the “demand”
factors. These arise from the social institutions, framing institutions,
level of corruption, income distribution, and social norms such as tax
morale, and influence the level of tax effort (Bird, Martinez-Vazquez
& Torgler 2004). In this analysis, societal institutions and the demand
side of compliance are controlled to some extent through rule of law
and total fractionalisation. Several supply side factors are also con-
trolled through WDI variables: GDP per capita, GDP growth, total pop-
ulation, population growth, and openness of economy.
WDI variables:
GDP growth (annual %) (GDP growth)
GDP per capita (current US$) (GDP per capita)
Urban population (% of total) (Urban population)
Population, total (Total population)
Population growth (annual %) (population growth)
Openness of economy (export+import/gdp, in %) (Openness of econ-
omy)
8 Such as Bird, Martinez-Vazquez & Torgler (2004), Bird, Martinez-Vazquez & Torgler
(2006), Torgler & Schneider (2007a), and Torgler & Schneider (2009)
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In line with Bird, Martinez-Vazquez & Torgler (2004), this study
uses gross domestic product (GDP) per capita as a proxy for the level
of development. GDP per capita can be considered as one of the “sup-
ply” factors, indicating the ability of a government to tax and raise
revenue. Moreover, if demand for public goods and services is in-
come elastic then a higher per capita GDP will increase demand of
taxpayers for public goods and services (Torgler & Schneider 2007a,
p. 17).
GDP growth is included as a control variable as it indicates how
rapidly the wealth is increasing or decreasing. The rate of change of
a country’s income could have implications for the ability of institu-
tional change to keep up with GDP growth. GDP growth is measured
in annual % change.
Population growth is used as a control in line with Bird, Martinez-
Vazquez & Torgler (2004), who control for the rate of population
growth because a fast growing population may mean that the tax-
ing regime is not able to keep pace. Similarly, the government and
schools may not be able to adapt to socialising and educating citizens,
or to providing public goods. The rate of population growth may also
change the relationship between the authorities and citizens.
Total population is controlled as a larger population may be more
difficult to reach effectively through socialising messages and may
lead to a more anonymous or atomised society.
Urbanisation is controlled as a greater proportion of urban popula-
tion may mean a greater degree of anonymity in society. Torgler &
Schneider (2009, p. 235) argue that urban population is a relevant fac-
tor in loyalty towards the state, suggesting that a “higher density of
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population in urban areas may further anonymity and thus reduce
loyalty towards the state”.
In addition, the openness of economy is controlled. This variable is
measured by the extent of exports and imports as a ratio of GDP
(export+import/GDP, in %), in line with previous research by Bird,
Martinez-Vazquez & Torgler (2004) who use this as a proxy for avail-
ability of tax handles (ratio of exports plus imports to GDP); and
Torgler & Schneider (2007a) who measure openness by focusing on
trade. It is possible that trade could matter for national pride and
national identity, as the more open a country is to exports and im-
ports and the more globalisation has had an impact on the makeup
of a country’s economy, the more the citizens will be aware of their
country’s standing in the world. A greater degree of globalisation
should mean more openness to outsiders, although it might increase
resentment of those from the outgroup in some circumstances.
3.3.5.10 Additional controls
After the main set of regressions are conducted, a separate set of
controls are implemented to test the stability of the national pride
coefficient. These are added separately as they reduce the number of
observations quite significantly. There are three additional variables
that are often used as socio-economic controls, including ideology, in-
come, and level of risk aversion measured by job security. The results
on these regressions are reported separately, summarising only the
coefficients on three of the four variables and the national pride coef-
ficient in Tables 6, and 7.
Using theories from social psychology, De Figueiredo & Elkins
(2003) analyse the psychological determinants of who is more likely
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to express patriotism or nationalism. They identify a range of con-
ditions that may predispose a person towards prejudice and compe-
tition, such as political beliefs, family backgrounds, and norms of
expression.
As discussed in Chapter 1, prejudice and political conservatism
are often linked, and a combination of prejudice and national pride
can result in the downwardly comparative experience of nationalism.
The variable ideology is used to measure political conservatism, with
higher values corresponding to more ‘right’ views and lower values
corresponding to more ‘left’ views.
The master question in the questionnaire asks:
In political matters, people talk of ’the left’ and ’the right’. How
would you place your views on this scale generally speaking?
The variable is coded between 1 to 10, with missing values omitted.
As mentioned earlier in this section, income is an important socio-
economic control variable. It is measured here on a ten point scale,
from the lowest 10% to the highest 10% of income earners. Respon-
dents were able to choose which ‘step’ they belonged to, allowing
comparable data to be collected without doing currency conversions
and purchasing power parity (PPP) conversions. This produced a har-
monised assessment of income across countries. The questionnaire
reads:
Here is a scale of incomes and we would like to know in what
group your family/household is, counting all wages, salaries, pen-
sions, and other income that comes in. Just give me the number of
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the group your household falls into before tax and other deductions:
1 Lower step
2 Second step
3 Third step
4 Fourth step
5 Fifth step
6 Sixth step
7 Seventh step
8 Eighth step
9 Ninth step
10 Tenth step
The variable job security measures whether the respondent men-
tioned that job security was an important aspect of jobs.
The questionnaire asked:
Here are some aspects of a job that people say are important. Please
look at them and tell me which ones you personally think are impor-
tant in a job?
The variable is coded 0 = not mentioned, and 1 = mentioned.
3.4 results
A probit model is employed to incorporate the account for the scaled
dependent variables and their associated ranking information. The
equation is nonlinear, thus marginal effects are calculated, allowing
quantitative assessment of the effect of the variables. Marginal effects
refer to the change in probability of observing a certain outcome on
the dependent variable when the independent variable increases by
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one unit. In this situation, it indicates the change in probability of
observing a particular willingness to comply, contribute, obey, go to
war, or accept people as neighbours when the independent variable
(national pride) increases by one unit. The weighting variable provided
by EVS and WVS is included so each country’s sample is representa-
tive of its national distribution. Furthermore, variables are recoded so
that answers such as ‘don’t know’ and missing values are eliminated.
The analysis runs a total of 36 dependent variables against five
different specifications. The first (1) is a baseline specification regress-
ing national pride on the dependent variable, controlling only for
wave and continent, and clustering over country. The next specifi-
cation (2) adds controls related to socio-economic and demographic
status, such as age (measured by the dummy, with Age 13–29 as the
reference group); employment status (full time employment as the
reference group); and marital status (with married people forming
the reference group). The third specification (3) employs the country
dummy in place of the continent dummy to control for country fixed
effects rather than continent fixed effects. This specification includes
the same socio-economic and demographic controls as implemented
in specification (2). Specification (4) adds trust in the parliament to
specification (3).
Finally, specification (5) adds the macro level controls of rule of law,
total fractionalisation, openness of economy, GDP per capita, GDP growth,
total population, and population growth. Specification (5) employs a
continent dummy rather than country fixed effects, in addition to the
macro level controls, confidence in the parliament, and in addition to
the same socio-economic and demographic controls used in specifica-
tions (2), (3), and (4). In all five specifications, robust standard errors
and clustering over countries are employed.
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3.4.1 Tax morale
Tables 2 to 5 present the full results of the probit analysis for the
dependent variable tax morale, because it is interesting to compare
the complete outcomes on this variable with the results from the ex-
periment in the following chapter. As there are so many dependent
variables, the results on the other 35 variables are not presented in
full, but are summarised in Tables 8, 9, and 10, where only the coef-
ficient for national pride, the z statistic and the marginal effects are
reported for each dependent variable.
Tables 2, 3, 4, and 5 indicate that for all five specifications, national
pride exhibits a positive and significant relationship with tax morale.
Moreover, an increase in the national pride scale by one unit increases
tax morale by around 6.5 percent (range between 5.8 and 7.5 percent).
In line with previous literature on tax compliance, increasing age is
correlated with increasing levels of tax compliance, and the level of
significance also increases with age. As expected, females are more
compliant.
Education is not significant across any of the specifications, but does
exhibit a negative relationship with tax compliance. Only retired peo-
ple have a consistently higher level of tax morale than the full time
employees, a relationship that is also statistically significant across
all four specifications. Those designated with the role of “housewife”
report a positive and significant correlation with tax morale in speci-
fications (2) and (5), with the relationship losing significance in spec-
ifications (3) and (4) when country fixed effects are used in place of
continent fixed effects. The self employed are less compliant but this re-
lationship is only significant in specifications (3) and (4). All marital
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statuses are less compliant than married, a relationship that is signifi-
cant over all specifications. The coefficients on confidence in parliament
are positive and significant, indicating a positive relationship with tax
morale.
Table 2.: Dependent variable: Tax Morale
(1) (2) (3)
National Pride 0.201*** 0.075 0.186*** 0.068 0.172*** 0.061
(12.49) (12.48) (20.25)
1981-1984 0.004 0.002 0.028 0.010 0.070 0.025
(0.06) (0.32) (0.96)
1989-1993 0.120 0.044 0.253** 0.091 0.277*** 0.095
(1.32) (2.09) (5.17)
1990-1993 -0.012 -0.005 -0.023 -0.009 0.019 0.007
(-0.17) (-0.30) (0.33)
1994-1998 -0.051 -0.019 -0.035 -0.013 -0.020 -0.007
(-0.79) (-0.52) (-0.35)
1999-2001 -0.016 -0.006 -0.024 -0.009 0.013 0.005
(-0.20) (-0.30) (0.26)
1999-2004 0.235*** 0.085 0.257*** 0.092 0.178*** 0.062
(3.00) (3.24) (3.07)
2008-2010 0.115 0.043 0.098 0.036 0.049 0.018
(1.53) (1.24) (0.89)
2010-2014 -0.034 -0.013 -0.021 -0.008 0.023 0.008
(-0.51) (-0.32) (0.37)
Age 30-39 0.096*** 0.035 0.097*** 0.034
(7.68) (11.15)
Age 40-49 0.155*** 0.057 0.166*** 0.058
(8.52) (12.46)
Age 50-59 0.237*** 0.087 0.252*** 0.089
(10.98) (15.60)
Age 60-69 0.304*** 0.112 0.312*** 0.110
(9.19) (13.59)
Age 70+ 0.390*** 0.144 0.412*** 0.145
(9.59) (16.51)
Female 0.104*** 0.038 0.131*** 0.046
(6.81) (11.47)
Inad comp elem 0.014 0.005 0.015 0.005
(0.31) (0.59)
Comp elem 0.042 0.015 0.027 0.009
(0.94) (1.50)
Incomp sec tech -0.011 -0.004 0.007 0.002
(-0.32) (0.33)
Comp sec tech -0.034 -0.013 0.020 0.007
(-1.13) (1.39)
continued next page
As for the macro controls, rule of law, total fractionalisation, GDP
growth, and openness of economy are statistically significant (although,
the last coefficient is only barely significant). The inclusion of GDP
per capita and GDP growth in the same regression can sometimes cause
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Table 3.: Dependent variable: Tax Morale
continued...
(1) (2) (3)
Incomp sec uni -0.040 -0.015 0.009 0.003
(-1.13) (0.43)
Comp sec uni 0.017 0.006 0.021 0.007
(0.60) (1.31)
Some uni -0.009 -0.003 0.020 0.007
(-0.28) (1.08)
Part time 0.006 0.002 -0.005 -0.002
(0.29) (-0.29)
Self employed -0.053 -0.020 -0.064*** -0.023
(-1.42) (-3.92)
Retired 0.107*** 0.039 0.112*** 0.040
(4.24) (7.57)
Housewife 0.083*** 0.030 0.008 0.003
(2.61) (0.45)
Students -0.006 -0.002 -0.011 -0.004
(-0.29) (-0.90)
Unemployed 0.015 0.005 0.006 0.002
(0.49) (0.38)
Other 0.113** 0.042 0.019 0.007
(2.14) (0.62)
Divorced -0.092*** -0.034 -0.053*** -0.019
(-3.76) (-3.45)
Separated -0.111*** -0.041 -0.083*** -0.029
(-4.53) (-4.16)
Widowed -0.039*** -0.014 -0.014 -0.005
(-2.84) (-1.31)
Never Married -0.045*** -0.017 -0.056*** -0.020
(-3.15) (-5.83)
Continent effects YES YES NO
Country effects NO NO YES
N 442122 405546 405546
Prob. > χ2 0.000 0.000 0.000
Pseudo R2 0.024 0.037 0.077
Note: Probit model. The reference group consists of Europe, Germany, 2005–2009,
AGE13–29, Male, Complete Uni, Full time employed, Married. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries. z statistics in parentheses.
190
3.4 results
Table 4.: Dependent variable: Tax Morale
(4) (5)
Coeff./z-stat. Marg. Coeff./z-stat. Marg.
National Pride 0.164*** 0.058 0.160*** 0.059
(19.84) (11.87)
1981-1984 0.047 0.017 -0.218* -0.082
(0.63) (-1.69)
1989-1993 0.268*** 0.092 0.148 0.053
(4.22) (1.24)
1990-1993 -0.029 -0.010 -0.211*** -0.079
(-0.53) (-2.63)
1994-1998 -0.025 -0.009 -0.125 -0.047
(-0.43) (-1.63)
1999-2001 0.018 0.006 -0.114* -0.042
(0.36) (-1.66)
1999-2004 0.173*** 0.061 0.191** 0.068
(2.85) (2.31)
2008-2010 0.052 0.019 0.054 0.020
(0.94) (0.70)
2010-2014 0.053 0.019 0.026 0.009
(0.86) (0.40)
Age 30-39 0.094*** 0.033 0.089*** 0.032
(10.86) (7.42)
Age 40-49 0.165*** 0.058 0.148*** 0.054
(12.38) (8.60)
Age 50-59 0.251*** 0.089 0.235*** 0.086
(16.03) (11.84)
Age 60-69 0.313*** 0.110 0.299*** 0.109
(13.84) (9.86)
Age 70+ 0.412*** 0.145 0.399*** 0.146
(16.53) (10.75)
Female 0.128*** 0.045 0.114*** 0.042
(11.03) (8.36)
Inad comp elem -0.007 -0.002 -0.019 -0.007
(-0.25) (-0.47)
Comp elem 0.016 0.006 0.024 0.009
(0.87) (0.58)
Incomp sec tech 0.002 0.001 0.005 0.002
(0.09) (0.15)
Comp sec tech 0.016 0.006 -0.015 -0.005
(1.13) (-0.50)
Incomp sec uni -0.003 -0.001 -0.034 -0.012
(-0.12) (-0.97)
Comp sec uni 0.017 0.006 0.025 0.009
(1.09) (0.93)
Some uni 0.016 0.005 -0.011 -0.004
(0.85) (-0.35)
Part time -0.006 -0.002 0.007 0.002
(-0.37) (0.32)
continued next page
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Table 5.: Dependent variable: Tax Morale
continued...
(4) (5)
Self employed -0.060*** -0.021 -0.041 -0.015
(-3.71) (-1.25)
Retired 0.117*** 0.041 0.118*** 0.043
(8.00) (4.69)
Housewife 0.014 0.005 0.063** 0.023
(0.86) (2.57)
Students -0.009 -0.003 -0.009 -0.003
(-0.70) (-0.54)
Unemployed 0.011 0.004 0.016 0.006
(0.70) (0.66)
Other 0.030 0.010 0.110** 0.040
(1.01) (2.31)
Divorced -0.050*** -0.018 -0.073*** -0.027
(-3.22) (-3.30)
Separated -0.082*** -0.029 -0.101*** -0.037
(-3.89) (-4.11)
Widowed -0.013 -0.005 -0.026* -0.010
(-1.06) (-1.86)
Never Married -0.058*** -0.021 -0.044*** -0.016
(-5.92) (-3.23)
Confidence in parliament 0.034*** 0.012 0.035*** 0.013
(4.27) (3.28)
Rule of law 0.103** 0.038
(2.29)
Total -0.149** -0.055
Fractionalisation (-2.51)
GDP growth -0.015*** -0.005
(-2.96)
GDP per capita -0.000 -0.000
(-1.48)
Openness of -0.001* -0.000
economy (-1.91)
Urban population -0.004 -0.001
(-1.32)
Population, -0.000 -0.000
total (-0.03)
Population 0.034 0.012
growth (0.67)
Continent effects NO YES
Country effects YES NO
N 378799 340064
Prob. > χ2 0.000 0.000
Pseudo R2 0.078 0.044
Note: Probit model. The reference group consists of Europe, Germany, 2005–2009,
AGE13–29, Male, Complete Uni, Full time employed, Married. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries. z statistics in parentheses.
192
3.4 results
problems with multicollinearity. To check for the presence of this in
the regressions, the correlation between the variables was calculated,
and found to be statistically significant, however it was quite a small
correlation of -0.16. Next, the measure of GDP per capita was ex-
cluded from specification 5, (not reported) to check whether there
were any changes to the size of the coefficients or the marginal ef-
fects, particularly of the national pride coefficient. In this case, there
was no change and the results remained robust to this check.
Rule of law is positively related with tax compliance, as expected.
Total fractionalisation exhibits a negative relationship, which is also
to be expected – a higher score means higher heterogeneity which
causes problems for taxation and legitimacy of the state. The neg-
ative coefficient on GDP growth is interesting, as it indicates that a
faster growing economy is related to lower tax morale. GDP per capita,
total population, and population growth did not return any significant
relationships with tax morale.
3.4.2 Tax morale with additional controls
The same five specifications are estimated for taxmorale with the addi-
tional controls of job security, ideology, and income. The specifications
lose a lot of observations so these controls are added separately to
gauge the effect on the national pride independent variable. The pre-
vious coefficients are not reported here, only the coefficients on the
additional controls. As evident from Tables 6 and 7, the national pride
variable is stable in magnitude and is consistently significant. The
marginal effects are very similar to the previous four tables. Job secu-
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rity is positively related to tax morale, and income exhibits a negative
relationship. Ideology is not significant in any of the five specifications.
Table 6.: Dependent variable: Tax Morale, with additional controls
(1) (2) (3)
National Pride 0.206*** 0.077 0.189*** 0.069 0.163*** 0.057
(12.69) (12.34) (16.65)
Job security 0.107*** 0.040 0.113*** 0.042 0.081*** 0.029
(5.48) (5.69) (5.86)
Ideology 0.005 0.002 0.001 0.000 -0.002 -0.001
(0.91) (0.20) (-0.66)
Household income -0.021*** -0.008 -0.013*** -0.005 -0.011*** -0.004
(-3.62) (-2.62) (-2.80)
Continent effects YES YES NO
Country effects NO NO YES
Variables in (1)–(5) YES YES YES
N 150157 131849 131849
Prob. > χ2 0.000 0.000 0.000
Pseudo R2 0.041 0.055 0.090
Table 7.: Dependent variable: Tax Morale, with additional controls
continued...
(4) (5)
National Pride 0.155*** 0.055 0.157*** 0.057
(15.62) (10.29)
Job security 0.080*** 0.028 0.093*** 0.034
(5.63) (4.81)
Ideology -0.003 -0.001 -0.001 -0.000
(-0.76) (-0.16)
Household income -0.011*** -0.004 -0.009** -0.003
(-2.77) (-2.08)
Continent effects NO YES
Country effects YES NO
Variables in specifications 1–5 YES YES
N 128745 116658
Prob. > χ2 0.000 0.000
Pseudo R2 0.091 0.063
Note: The reference group consists of Europe, Germany, 2005–2009, AGE13–29,
Male, Complete Uni, Full time employed, Married. The symbols *, **, *** represent
statistical significance at the 10%, 5% and 1% levels, respectively. Robust standard
errors, cluster over countries. z statistics in parentheses.
3.4.3 Summary tables
The summary tables presented in Tables 8, 9, and 10 provide an
overview of the relationship between national pride and each depen-
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dent variable. The specifications (1) to (5) are the same specifications
used in the previous tables on tax morale. Only three statistics from
each regression on each dependent variable are reported: the coef-
ficient on national pride, the marginal effects, and the z-statistic (in
parentheses). These three statistics are reported for each one of the
five regressions.
When comparing all five estimated specifications in the first sum-
mary table 8, it is possible to observe that the main independent vari-
able national pride is always statistically significant at the 1% level
with respect to the compliance variables. Furthermore, the marginal
effects on willingness to go to war reports that an increase in the na-
tional pride scale by one unit increases willingness to go to war by
between 10.1 and 11.2 percent across all five specifications. This is
quite a strong quantitative effect when it is taken into account that the
national pride variable is measured on a four-point scale. The results
indicate a consistently positive correlation between national pride and
the compliance morale questions, with the coefficient on benefit morale,
littering morale, and drink driving morale reporting similar marginal ef-
fects (in a range between 3.9 and 5.8 percent). Moreover, it should
be noted that when analysing those compliance questions, the quan-
titative effect hardly changes throughout the different specifications.
Thus, a robust relationship is observed between national pride and
the compliance-related dependent variables.
A review of some of the results for the control variables on these
compliance related variables (not reported here) indicates that, in gen-
eral, women have a lower willingness to go to war but a higher willing-
ness to pay taxes and to comply with rules regarding state benefits, as
well as a lower willingness to justify bribery, littering, or drink driv-
ing. There are different and quite interesting results on the macro
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control variables across the compliance dependent variables. None
of the macro variables were significant for benefit morale, while for
bribe morale, the total fractionalisation and openness of economy are both
significantly negative in Specification (5). The result for fractionali-
sation is not surprising, although it is interesting that when exports
and imports make up a greater proportion of economic activity, then
bribe morale is decreased. However, while the effect is statistically sig-
nificant at the 1% level, the coefficient and marginal effects are very
small.
For drink driving morale, the control total fractionalisation was the
only significant coefficient, while for litter morale there was a weakly
negative coefficient on confidence in parliament. This result could be
reflecting the importance of the social contract between citizens and
their government: if people do not trust their government there might
be less social pressure to refrain from activities such as littering. The
strongest results on confidence in parliament are evident on the depen-
dent variable willingness to go to war, with a strongly positive and
significant result on specifications (4) and (5). In addition, for will-
ingness to go to war, total fractionalisation is negative and significant at
the 5% level, and openness of economy is negative and significant at the
10% level.
Mixed results are observable for education. In specifications (2)
and (5) where continent fixed effects are used, completed university
has the highest willingness to go to war in most cases. However, in
specifications (3) and (4), in which country fixed effects are used, the
coefficients are mostly positive, indicating that those with lower levels
of education have a higher willingness to go to war than the reference
group of university education. This is not surprising as those people
with more education have higher opportunity costs of going to war,
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Table 8.: Summary table 1
(1) (2) (3) (4) (5)
Compliance
Benefit morale 0.152*** 0.136*** 0.133*** 0.132*** 0.127***
0.058 0.051 0.047 0.047 0.047
(11.12) (10.12) (17.21) (17.38) (9.42)
Bribe morale 0.161*** 0.145*** 0.134*** 0.132*** 0.129***
0.052 0.046 0.040 0.040 0.041
(10.89) (10.31) (14.16) (14.22) (9.27)
Drink driving morale 0.195*** 0.170*** 0.137*** 0.141*** 0.139***
0.056 0.048 0.037 0.038 0.038
(12.73) (9.94) (12.27) (12.12) (10.66)
Littering morale 0.170*** 0.143*** 0.120*** 0.119*** 0.121***
0.058 0.048 0.039 0.039 0.040
(9.03) (6.75) (9.15) (8.89) (6.83)
Willingness to go to war 0.342*** 0.362*** 0.356*** 0.347*** 0.340***
0.108 0.112 0.101 0.098 0.101
(11.00) (11.17) (19.63) (21.93) (19.86)
Environmental actions
Bought household products -0.018 0.033 0.064*** 0.056*** 0.005
-0.007 0.012 0.021 0.018 0.002
(-0.31) (0.63) (5.24) (4.47) (0.18)
Contributed to env org 0.032 0.070* 0.025 0.022 0.023
0.007 0.015 0.005 0.005 0.005
(0.84) (1.93) (1.17) (1.02) (0.91)
Attend meeting, signed peti-
tion
-0.061 -0.022 -0.040* -0.052** -0.079**
-0.013 -0.004 -0.008 -0.010 -0.016
(-1.25) (-0.45) (-1.81) (-2.36) (-2.38)
Recycle -0.025 0.022 0.040*** 0.037** 0.018
-0.010 0.008 0.013 0.012 0.006
(-0.46) (0.44) (3.02) (2.57) (0.88)
Reduce water consumption 0.059* 0.083*** 0.073*** 0.071*** 0.051*
0.023 0.032 0.027 0.026 0.019
(1.75) (2.66) (5.03) (4.56) (1.77)
continued next page...
Note: This table provides an overview of the relationship between national pride and
each dependent variable listed in the left column. The specifications (1) to (5) are the
same specifications used in the previous tables on tax morale. Only three statistics
from each regression on each dependent variable are reported: the coefficient on
national pride, the marginal effects, and the z-statistic (in parentheses). These three
statistics are reported for each one of the five regressions. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries.
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Table 9.: Summary table 2
(1) (2) (3) (4) (5)
Active/inactive member-
ship
Art, music -0.034 -0.001 0.002 -0.010 -0.016
-0.005 -0.000 0.000 -0.002 -0.002
(-1.63) (-0.05) (0.13) (-0.70) (-0.96)
Charitable 0.045** 0.059** 0.039*** 0.027** 0.033**
0.005 0.007 0.004 0.003 0.004
(2.05) (2.51) (3.03) (2.18) (2.11)
Church 0.089*** 0.085*** 0.082*** 0.072*** 0.065***
0.021 0.020 0.017 0.015 0.015
(3.09) (2.94) (6.42) (5.57) (3.11)
Environment 0.026 0.037 -0.000 -0.013 -0.011
0.002 0.003 -0.000 -0.001 -0.001
(0.98) (1.40) (-0.00) (-0.61) (-0.52)
Labour 0.027* 0.055*** 0.028* 0.019 0.017
0.003 0.005 0.003 0.002 0.002
(1.65) (2.85) (1.86) (1.26) (0.98)
Other 0.045 0.058** 0.046*** 0.039** 0.035**
0.004 0.005 0.004 0.003 0.003
(1.60) (2.09) (3.05) (2.55) (2.04)
Political 0.105*** 0.109*** 0.057*** 0.024 0.030
0.010 0.010 0.005 0.002 0.003
(4.86) (4.90) (2.97) (1.34) (1.53)
Professional 0.011 0.055*** 0.032* 0.025 0.012
0.001 0.006 0.003 0.003 0.001
(0.58) (2.75) (1.80) (1.29) (0.66)
Sport -0.004 0.022 0.067*** 0.058*** 0.041**
-0.001 0.004 0.012 0.011 0.008
(-0.14) (0.76) (4.86) (4.22) (2.29)
Don’t like as neighbours
Drug addicts 0.016 0.010 0.052*** 0.056*** 0.026
0.005 0.003 0.015 0.016 0.008
(0.66) (0.45) (4.84) (5.16) (1.48)
People with AIDS 0.050* 0.029 0.043*** 0.042*** 0.025
0.018 0.010 0.013 0.013 0.008
(1.81) (1.05) (4.16) (4.23) (1.33)
continued next page...
Note: This table provides an overview of the relationship between national pride and
each dependent variable listed in the left column. The specifications (1) to (5) are the
same specifications used in the previous tables on tax morale. Only three statistics
from each regression on each dependent variable are reported: the coefficient on
national pride, the marginal effects, and the z-statistic (in parentheses). These three
statistics are reported for each one of the five regressions. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries.
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Table 10.: Summary table 3
continued...
(1) (2) (3) (4) (5)
Don’t like as neighbours
Christians 0.077 0.037 0.045 0.049 0.030
0.015 0.007 0.008 0.008 0.005
(1.34) (0.93) (1.05) (1.29) (0.71)
Muslims 0.037** 0.024 0.039** 0.049*** 0.034**
0.010 0.007 0.011 0.013 0.009
(2.11) (1.26) (2.50) (2.86) (2.23)
People with criminal record 0.078*** 0.065** 0.062*** 0.056*** 0.048***
0.030 0.024 0.021 0.019 0.017
(2.96) (2.33) (5.16) (5.44) (2.89)
People of a different religion 0.094*** 0.072*** 0.030*** 0.033*** 0.034*
0.025 0.019 0.007 0.008 0.009
(3.50) (2.81) (2.59) (2.88) (1.75)
Emotionally unstable people -0.002 -0.003 0.011 0.016* 0.009
-0.001 -0.001 0.004 0.005 0.003
(-0.11) (-0.17) (1.32) (1.94) (0.61)
Homosexuals 0.069** 0.049 0.075*** 0.077*** 0.037*
0.026 0.018 0.023 0.024 0.012
(2.24) (1.63) (6.29) (6.73) (1.93)
Immigrants or foreign work-
ers
0.058*** 0.045*** 0.034*** 0.035*** 0.029**
0.015 0.012 0.009 0.009 0.008
(3.96) (3.03) (3.18) (3.14) (2.42)
Left wing extremists 0.018 0.004 0.065*** 0.064*** 0.041**
0.006 0.001 0.021 0.021 0.014
(0.85) (0.20) (4.20) (4.32) (2.52)
Right wing extremists -0.075** -0.090*** -0.039*** -0.039*** -0.053***
-0.027 -0.032 -0.013 -0.013 -0.018
(-2.27) (-2.61) (-2.86) (-2.78) (-3.00)
Political extremists 0.012 0.031 0.026* 0.025* -0.007
0.005 0.012 0.010 0.009 -0.003
(0.44) (1.11) (1.69) (1.69) (-0.30)
People of different race 0.079*** 0.057*** 0.030*** 0.031*** 0.031**
0.019 0.013 0.007 0.007 0.007
(4.63) (3.28) (2.61) (2.59) (2.24)
continued...
Note: This table provides an overview of the relationship between national pride and
each dependent variable listed in the left column. The specifications (1) to (5) are the
same specifications used in the previous tables on tax morale. Only three statistics
from each regression on each dependent variable are reported: the coefficient on
national pride, the marginal effects, and the z-statistic (in parentheses). These three
statistics are reported for each one of the five regressions. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries.
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although it is not clear why continent fixed effects and country fixed
effects produce opposite results on education. On the other hand,
further proxies for opportunity costs such as the level of employment
consistently report that those who are employed full time are the
most willing to go to war.
With respect to the variables measuring individual actions taken
on behalf of the environment, the results in Table 8 indicate that con-
tributed to an environmental organisation is weakly statistically signifi-
cant and positively correlated with national pride, but even so, only
in specification (2). The relationship between national pride and the
dependent variable reduce water consumption is statistically significant
across all five specifications with a steady marginal effect of between
1.9 and 3.2 percent. In specifications (3) and (4), the coefficient on
national pride is positive and significant for the dependent variable
bought household products and recycle. Again, these are the specifica-
tions that use country fixed effects, indicating the importance of con-
trolling for country specific factors.
Older people (except, in most cases, the group age 70+) are more
likely to have conserved water, recycled, bought environmentally friendly
household products and contributed to an environmental organisa-
tion, as are females. However when it comes to signing a petition,
younger age groups are strongly positively correlated with this ac-
tion, and the control variable of female is only statistically significant
in the last three specifications.
In general, higher levels of education, the full time employed, and
those who are married report a higher level of recycling, buying en-
vironmentally friendly products, and contributing to environmental
organisations, although the coefficients are not always statistically sig-
nificant across all specifications.
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With respect to the membership dependent variables reported in
Table 9, it is clear from the summary table that only charitable and
church organisations have a consistent (across all five specifications),
positive, and statistically significant relationship with national pride.
This finding on charitable clubs supports the earlier hypothesis that
membership of such groups could be a means by which individu-
als contribute proactive steps towards provision of public goods and
dealing with externalities, which may also be related to national pride.
In three out of five specifications, political organisations exhibit a sta-
tistically significant relationship. There is a positive and statistically
significant relationship between national pride and membership of a
sport organisation in the last three of the five specifications, although
the size of the coefficient and marginal effects are quite small.
Overall, with respect to the environmental actions and membership
variables, it seems that not only are some of the coefficients significant
only on specifications (3) and (4), many of the coefficients in the sum-
mary tables are more statistically significant in specifications (3) and
(4), a result that indicates the importance of including country fixed
effects to control for country-specific factors.
While national pride is not strongly related to many of the cases
where respondents have stated a preference to not have certain peo-
ple as neighbours (listed in Tables 9 and 10), there are some impor-
tant and potentially dangerous relationships. There is a consistent
(across all five specifications) and statistically significant relationship
between higher levels of national pride and the dislike of people of a
different religion, immigrants or foreign workers, and people of a different
race. It could be that these correlations are a result of the prejudice
side of national pride discussed in Chapter 1. In these cases, attempts
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to increase the level of national pride in a society could increase an-
tagonistic perceptions of those designated as the ‘outgroup’.
However, it should be noted that while dislike of people with a crim-
inal record is also significant across all five specifications, it is possible
that criminals are an outgroup to everyone else except other crimi-
nals, so this may not necessarily be due to an exclusionary effect of
national pride. Furthermore, the results on Muslims and homosexuals
are significant across four specifications.
The relationship between national pride and the dislike of right wing
extremists is significant across all five specifications, but the sign is
negative. The interpretation of this coefficient is that with an increase
in national pride, the respondents are more likely to accept right wing
extremists as neighbours. This may be attributed to the composition
of the right-wing: it incorporates a wide variety of ideologies, in-
cluding classical liberals, conservatives, the centre-right, as well as
individuals who could be categorised as quasi-fascist right-wingers.
Depending on the national and socio-cultural context, there may be a
‘politics of resentment’, or the right-wing political orientation may be
focused on tradition, authority, order, or exclusion (Duane Swank &
Hans-Georg Betz 2003, Alan E Kessler & Gary P Freeman 2005, Hans-
George Betz 1993). On the other hand, far right-wing extremists can
“support strong aggressive nationalism and frequently exhibit preju-
dice toward various minorities in society” (Pia Knigge 1998, p. 225).
3.4.4 Summary tables with additional controls
Summary tables including the additional controls are constructed in
the same manner as the three discussed in the previous section. In
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order to save space, the tables are not reported here but are included
in the Appendix. In general, the results on the compliance dependent
variables hardly changed, either in statistical significance or in mag-
nitude of effects. The environmental action variables were also quite
similar, both in significance and in size of effects. However, there were
a few differences in the dependent variables on membership and on
neighbours. The charitable variable is no longer significant in the first
specification, and church is no longer significant on the last specifi-
cation. These are interesting results as in both cases the coefficients
reduced quite a lot on those specifications but not on the others.
Labour is no longer significant across any of the specifications, and
the size of the coefficients reduced. Political membership is now only
significant on the first specification and the size of the coefficients
reduced across all five specifications.
An interesting difference in the neighbours dependent variables is
observed via a change in whether respondents would like to have
Christians as neighbours. When controlling for income, ideology, and
job security, the relationship between national pride and not wanting
to have Christians as neighbours is significant on every specification
at the 1% level, the size of the coefficients increase, and the size of the
marginal effects are between four and six times greater. The coeffi-
cients on the dependent variable Muslims are now significant in four
out of five specifications, however the size of the coefficients are still
roughly the same.
The dependent variable people of a different race is no longer statis-
tically significant on the fifth specification, thus when controlling for
job security, ideology, and income, and for the macro level factors, there
is no longer a significant relationship between national pride and this
type of prejudice. The size, direction, and significance of the regres-
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sions on people with a criminal record, and immigrants and foreign workers
remain the same.
Thus, controlling for these three extra factors does change the dy-
namics slightly, and in some cases quite significantly. However, some
of the most stable relationships are again found in the compliance
related variables (the light side of national pride), and in the exclu-
sionary variables (the dark side of national pride).
3.4.5 Country-specific regressions
The following tables (11 and 12) presents the coefficients of national
pride on specification (4) for each country, except Ethiopia, Israel,
Italy, Kosovo, Northern Cyprus, Qatar, and Saudi Arabia, which had
to be excluded due to lack of observations. Country fixed effects
were dropped and the model was no longer clustered over countries,
as the specification estimated the coefficient for national pride on each
country separately. The dependent variable is again tax morale and
average marginal effects were calculated with respect to national pride.
Thus, the coefficients in Tables 11 and 12 represent the relationship
between tax morale and national pride for each country. It is clear that
the correlation is statistically significant for most countries, and the
marginal effects can be quite large, ranging over 14 percent in some
cases. The interpretation of the marginal effects is that a one unit
increase in national pride increases the probability of stating that tax
evasion is never justified by over 14 percent, which is quite a strong
effect, considering the national pride variable is measured on a four
point scale. The z-statistics on these country-specific regressions are
also quite high. The level of statistical significance, the size of the
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effect, and the fact that a similar effect is observable across coun-
tries with different institutional, cultural, legal, and economic back-
grounds supports the possibility that national pride is a universal
phenomenon, even though it may be based on different dimensions.
3.4.6 Limitations
As discussed in the introduction to this chapter, these results can pro-
vide guidance on the derivation of policy implications as long as one
is aware that these are not fully precise estimates of the causal effect of
interest. In addition, there may be a potential selection bias as people
who value compliance and respect for rules could have a high level
of national pride if they live in a country where a greater proportion
of the population abides by the rules. Such an argument could be
raised in line with social heuristics, imitate-the-majority, and social
learning theory, and unfortunately would imply a reverse causality.
Disentangling the causality in this area will require further study of
the dynamics and feedback loops between national pride, cultural
and social norms, heuristics, personal identity, and national identity.
Econometrically, it would be helpful if it were possible to implement
an instrumental approach to control for such a problem in this case.
However, it is difficult to find a suitable proxy at the micro level that
is entirely exogenous. To be effective, the instrument must be contem-
poraneously uncorrelated with the error term, but at the same time,
must be strongly correlated with national pride. Not surprisingly,
this instrument has been, and will be, difficult to identify. A better so-
lution to the problem would be a high-quality longitudinal panel or a
natural experimental setting. Chapter 5 makes use of a natural exper-
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Table 11.: National pride coefficient for each country
Country Coeff Marg eff z-stat
Albania 0.233*** 0.089 (6.53)
Algeria 0.144** 0.048 (3.07)
Andorra 0.037 0.013 (0.58)
Argentina 0.160*** 0.046 (4.61)
Armenia 0.146*** 0.054 (5.52)
Australia 0.167*** 0.059 (4.14)
Austria 0.237*** 0.087 (7.43)
Azerbaijan -0.033 -0.012 (-1.17)
Bangladesh 0.247** 0.014 (2.89)
Belarus 0.220*** 0.077 (9.15)
Belgium 0.158*** 0.057 (6.68)
Bosnia 0.167** 0.058 (2.63)
Bosnia-Herzegovina 0.257*** 0.076 (8.76)
Brazil 0.085** 0.032 (3.01)
Bulgaria 0.211*** 0.076 (9.57)
Burkina 0.379*** 0.145 (4.42)
Canada 0.208*** 0.074 (7.31)
Chile 0.117*** 0.041 (3.79)
China 0.151*** 0.052 (5.38)
Colombia 0.097** 0.031 (2.88)
Croatia 0.162*** 0.059 (3.44)
Cyprus 0.196*** 0.067 (4.66)
Czech Republic 0.200*** 0.072 (7.89)
Denmark 0.086** 0.031 (3.10)
Dominican Republic 0.283* 0.091 (2.46)
Ecuador 0.083 0.031 (0.89)
Egypt 0.312*** 0.094 (8.14)
El Salvador 0.295*** 0.077 (3.78)
Estonia 0.237*** 0.086 (10.19)
Finland 0.131*** 0.048 (4.40)
France 0.154*** 0.058 (6.48)
Georgia 0.285*** 0.093 (6.17)
Germany 0.183*** 0.069 (11.09)
Ghana -0.040 -0.014 (-0.31)
Great Britain 0.125*** 0.045 (4.82)
Greece 0.145*** 0.054 (3.55)
Guatemala 0.039 0.015 (0.49)
Hong Kong 0.127* 0.046 (2.21)
Hungary 0.263*** 0.087 (9.73)
Iceland 0.126*** 0.046 (3.40)
India 0.144*** 0.042 (5.88)
Indonesia 0.326*** 0.089 (8.01)
Iran 0.188*** 0.053 (5.86)
Iraq 0.143* 0.051 (2.46)
Ireland 0.291*** 0.109 (6.92)
Japan 0.064* 0.014 (2.05)
Jordan 0.215** 0.058 (3.24)
Kazakhstan 0.229*** 0.088 (4.06)
Kuwait 0.358*** 0.129 (4.24)
Kyrgyzstan 0.074* 0.029 (2.04)
Latvia 0.169*** 0.058 (5.87)
Lebanon 0.316*** 0.116 (6.09)
Libya 0.235*** 0.061 (3.57)
continued next page
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Table 12.: National pride coefficient for each country continued
Country Coeff Marg eff z-stat
Lithuania 0.250*** 0.090 (8.69)
Luxembourg 0.116* 0.043 (2.26)
Macedonia 0.333*** 0.098 (11.07)
Malaysia 0.285*** 0.101 (5.73)
Mali 0.073 0.029 (0.73)
Malta 0.415*** 0.105 (9.12)
Mexico 0.237*** 0.086 (9.06)
Moldova 0.103*** 0.037 (3.93)
Montenegro 0.293*** 0.092 (7.36)
Morocco 0.206*** 0.042 (5.25)
Netherlands 0.113*** 0.042 (5.22)
New Zealand 0.108* 0.038 (2.36)
Nigeria 0.020 0.008 (0.92)
Northern Ireland 0.064 0.022 (1.35)
Norway 0.056* 0.021 (2.32)
Pakistan 0.153** 0.036 (2.95)
Palestinian Territory, occupied 0.050 0.019 (0.68)
Peru 0.126*** 0.048 (3.73)
Philippines 0.116** 0.044 (2.70)
Poland 0.282*** 0.107 (8.54)
Portugal 0.058 0.022 (1.36)
Puerto Rico 0.129 0.039 (1.50)
Romania 0.217*** 0.077 (10.65)
Russian Federation 0.131*** 0.049 (7.81)
Rwanda 0.225*** 0.083 (3.62)
Serbia 0.197*** 0.067 (7.45)
Serbia and Montenegro 0.202*** 0.070 (3.31)
Singapore 0.101** 0.038 (2.73)
Slovak Republic 0.187*** 0.071 (7.03)
Slovenia 0.157*** 0.056 (6.49)
South Africa 0.161*** 0.061 (4.03)
South Korea 0.102* 0.033 (2.36)
Spain 0.200*** 0.074 (11.88)
Sweden 0.111*** 0.042 (5.30)
Switzerland 0.109*** 0.040 (4.01)
Taiwan 0.107** 0.040 (2.94)
Tanzania 0.281*** 0.062 (4.24)
Thailand 0.502*** 0.164 (4.32)
Trinidad 0.103 0.031 (1.25)
Tunisia 0.291*** 0.102 (4.79)
Turkey 0.167*** 0.034 (5.72)
USA 0.199*** 0.067 (7.37)
Uganda 0.088 0.032 (1.20)
Ukraine 0.118*** 0.044 (6.82)
Uruguay 0.216*** 0.065 (5.12)
Uzbekistan 0.376*** 0.142 (3.72)
Venezuela 0.115 0.039 (1.43)
Vietnam 0.491*** 0.122 (7.52)
Yemen -0.038 -0.012 (-0.40)
Zambia 0.332*** 0.116 (6.18)
Zimbabwe 0.187*** 0.062 (3.57)
Note: This table represents the relationship between tax morale and national pride
for each country, estimated individually using a modified version of specification
(4). The symbols *, **, *** represent statistical significance at the 10%, 5% and 1%
levels, respectively. Robust standard errors.
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iment setting to complement the survey data approach employed in
this chapter, and the laboratory experiment approach implemented
in Chapter 4.
Another limitation (particularly with respect to the compliance de-
pendent variables, and the country-specific regressions in Tables 11
and 12), is that it is possible the partial correlations are picking up
norms of ‘be a good patriot’ and ‘follow the rules’, which are arguably
two facets of a general norm that says ‘be a good citizen’. If this were
the case, survey respondents could be giving the answers that repre-
sent the ideal of how they would like to be perceived, or what they
believe are the answers of a ‘good citizen’. Furthermore, if the norms
of expression permit or even encourage the rejection of ‘outgroups’
such as homosexuals, immigrants and foreigners, and those of a dif-
ferent race, it is possible that survey respondents also believe they are
giving the answers of a ‘good citizen’ when they indicate they would
not like to have such groups as neighbours.
On the other hand, the dependent variable that measured whether
respondents would not like to have right wing extremists as neighbours
exhibited a negative relationship with national pride. That is, as na-
tional pride increases, respondents were more likely to accept having
a right wing extremist as a neighbour. Thus, the correlation in this
case seems to support the proposition of a dark side of national pride.
3.5 conclusion
This chapter has considered a possible rationale for why governments
encourage national pride through funding activities such as displays
of national symbols and celebrations. By appealing to national pride,
208
3.5 conclusion
governments attempt to foster certain behaviors, ranging from shop-
ping to avoid recession, to paying tax, and serving the country in
war. The study is motivated by the empirical question of whether
increased levels of national pride are related to increased compli-
ance, willingness to comply with rules, norms, and direct and indirect
forms of cooperative action.
Several different types of dependent variables were analysed: firstly,
whether higher levels of self reported national pride are related to the
willingness to pay taxes, the willingness to go to war, and the willing-
ness to claim welfare benefits to which one is not entitled. Secondly,
the study also analysed whether there were any indicators of proac-
tive steps taken to address externalities or provide public goods by
investigating the relationship between national pride and actions to
help the environment, or membership of various organisations and
clubs.
The results tend to indicate that a higher level of national pride
exhibits a robust relationship with the willingness to pay taxes, the
willingness to go to war, and the reluctance to claim benefits to which
one is not entitled. These relationships persist even when controlling
for socio-economic and demographic factors, survey wave, continent
fixed effects, and country fixed effects. It seems that the shared na-
tional identity in which a sense of national pride is invested can affect
all citizens regardless of socio-economic situation or particular coun-
try characteristics. There are further interesting implications for these
findings, given the deliberate attempts by governments to foster these
feelings of identity, and particularly given the incredibly destructive
and negative effects of nationalism, the evil twin of patriotism.
The results on the “dark” side of national pride indicate there is
some relationship between national pride and exclusion of members
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of outgroups, particularly those from other countries (for example,
immigrants and foreign workers, or people from a different race). The
results on the other dependent variables were mixed, and some rela-
tionships were not statistically significant, but overall the results indi-
cated it is worth taking care when pursuing a line of advertising or
political rhetoric that is nationalistic (and prejudiced or downwardly
comparative) rather than patriotic. It will be interesting to conduct
further work on this area to obtain a better idea of how national pride
affects individuals’ attitudes and consequently their decision-making
and behaviour.
Chapter 4 takes a step towards examining the relationships more
closely, by selecting one dependent variable from this analysis and
constructing a laboratory experiment to move from the broad, inter-
national analysis of national pride and compliance behaviour to a
narrower, more focused and country specific analysis of compliance
behaviour and national pride. Using a standard tax compliance exper-
imental protocol, the next chapter introduces patriotic priming and
Heart Rate Variability (HRV) measures to examine the relationship
between national pride and tax morale on a more individual level.
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N AT I O N A L P R I D E A N D TA X H O N E S T Y
The integrity of the taxation and revenue system depends on the co-
operation of taxpayers. Just as critically, those same citizens depend
on the payment of taxes for many functions and services of their ‘civ-
ilized society’ 1. Thus it is important for policymakers to understand
the willingness of individuals to pay taxes, and the factors that could
affect (either positively or negatively) the willingness to pay taxes. In
the previous chapter it was suggested that national pride is a can-
didate factor influencing compliance behaviour in general. In this
chapter the focus is on national pride and its potential influence on
tax compliance, using an experimental setting with a psychological
priming device.
In many countries, appeals to national pride are ubiquitous and
common place, and are employed as moral suasion across a range of
contexts. Australian consumers are entreated to “buy Australian” or
“support Australian businesses”; while those in the USA are asked to
“buy American”. The website “Buy British” (buybritish.com) uses the
slogan “Buy the Flag” to encourage its residents to purchase goods
and services produced in Britain. Demonstrations of national pride
are observed through the waving of national flags at sports events, na-
1 As described in Torgler, Schaffner & Macintyre (2010) and Torgler (2007a)
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tional days (e.g. Constitution Day, Independence Day, Australia Day),
and more recently, even by young people at music festivals. Both po-
litical rhetoric and commercial advertising use appeals to national
pride and patriotism in a range of situations, including the ratio-
nale behind pursuing a protectionist regime, for investing money in
sporting events, for defence spending, to market particular products
as “Australian Made”, or “Proudly Australian”, and for maintaining
strong economic growth.
Governments, businesses, and advertisers seem to believe that this
sentiment is capable of changing economic decisions, and hence ac-
tively appeal to the ideals of national pride and duty to secure sol-
idarity and compliance among citizens. Governments all over the
world expend significant resources in celebration of their national
days, funding advertising campaigns, community fun-days, and fire-
works. It is reasonable to question the purpose behind creating and
reinforcing this sense of belonging, pride, and celebration about be-
ing a citizen of a particular country. After all, one’s nationality is a
designation often based on the arbitrary geography of birth; it usu-
ally cannot in any way be characterised as a personal achievement;
and could be regarded merely as a type of label. The concept of na-
tionality should be simple and pragmatic, fulfilling a basic function
as a form of social categorisation. Yet, concepts such as nationality,
nationalism and patriotism are treated in the same ideologically com-
plex manner as fascism and liberalism (Anderson 2006).
Given the anecdotal evidence of a connection between activating
national pride or national identity and the economic decisions related
to purchasing certain products [for the good of the nation], the ques-
tion here is whether there could also be some relationship between
national pride and national identity and the economic decisions be-
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hind tax compliance [for the good of the nation]? Slemrod (2007,
p. 40) refers to the role of conscience in tax compliance, noting that
“[a]ppeals to patriotism to induce citizens to pay their taxes (and, of-
ten, buy war bonds) are common in recent times”. The work in the
previous chapter using survey data supports this policy, suggesting a
consistent, positive, and significant relationship between self reported
national pride and a range of compliance decisions, one of which was
tax compliance. This chapter performs a cross check on those results
by testing the relationship between tax compliance and national pride
in an experimental setting.
The research in this chapter answers a concern raised by Slemrod
(2007, p 40), expressed after reviewing experimental and survey evi-
dence regarding the efficacy of suasion on tax compliance: “That such
campaigns are successful during ordinary (nonwar) times in swaying
taxpayers from their otherwise optimal compliance strategy has not
been compellingly demonstrated”. In fact, the results of this chapter
indicate that the psychological priming of national symbols and na-
tional pride affects tax compliance in those who are more strongly
impacted by the triggers.
The idea that nationalistic propaganda is effective is not new. The
novel result of this chapter is the ability to control for the physio-
logical effect of the national pride trigger, observing increased tax
compliance in those who respond to the treatment. To achieve this,
the laboratory experiment was designed to provoke a feeling of na-
tional pride by implementing a psychological framing device. Both
Australian citizens and foreign nationals were exposed to one of three
videos: the first depicting typically Australian iconic images, the sec-
ond comprising footage of sporting achievements, and the third being
a control video with randomised patterns. Using a variation on a tax
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experiment protocol that is well established in the tax compliance lit-
erature 2, the results indicate that Australian citizens who are affected
by the national pride priming exhibit a higher level of tax compliance
(more likely to pay their taxes), and that there is also a difference in
tax honesty between Australian and foreign participants.
The rest of this chapter is organised as follows. Section 4.1 dis-
cusses the background and existing literature. Section 4.2 explains
the design of the experiment, while Section 4.3 presents the results
and discussion. Section 4.4 concludes.
4.1 background and literature
A common finding from the tax compliance literature is that the level
of compliance observed is far higher than would be predicted using
neoclassical models (Alm & Torgler 2011, Torgler 2007a, James Alm
2010). Most government revenue is collected without a great deal
of enforcement or duress, and with a very small chance of deviance
being discovered (although there are usually fines if non-compliance
is detected). Tax compliance research was originally based on the
economics of crime program initiated by the seminal works of Becker
(1968a) and Allingham & Sandmo (1972), calculating an expected eva-
sion rate based on risk attitudes, likelihood of detection, and degree
of punishment. However, over the past few years, the literature has
moved away from this approach and an increasing number of studies
have investigated concepts such as the social norm of compliance or
tax morale as an explanation for why people willingly comply with
their tax paying duties 3.
2 For examples see Torgler (2007a)
3 For a discussion, see, among others, Torgler (2007a)
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One recurring theme is that “traditional approaches such as [for-
mal] deterrence can be seen as just one possible instrument. Thus,
knowledge about the causes and consequences of tax morale could
lead to a better tax policy” (Torgler, Schaffner & Macintyre 2010,
p. 270), assuming that taxpayers trust the government, see the gov-
ernment as legitimate, and perceive the policy makers as being pre-
pared to ‘do the right thing’. While it has been demonstrated that the
traditional approach can influence tax compliance given the right au-
dit probability and fine rates, a large proportion of tax compliance
is attributed to alternative causes, motivated by the consequences
of informal deterrence. Tax compliance via informal deterrence has
been linked to the desire to avoid social sanctions, either external
due to gossip, ostracism; or internal due to guilt, remorse, or shame
(A. Mitchell Polinsky & Steven Shavell 2000, Uwe Dulleck, Jonas
Fooken, Cameron Newton, Andrea Ristl, Markus Schaffner & Benno
Torgler 2012). One of the challenges in the literature is to empiri-
cally verify the causal link between self reported tax attitudes and
actual tax behaviour (Torgler, Schaffner & Macintyre 2010), particu-
larly where research is based on secondary survey data (as in Chapter
3). Dulleck et al. (2012) point out existing research at the attitudinal
level4, but note that work needs to be done at the behavioural level.
Dulleck et al. (2012, p. 20) conclude by suggesting that “[i]n general,
valuable insights could be gleaned from a better understanding of the
social and economic conditions under which paying taxes elicits more
or less psychic stress”. The study outlined in this chapter approaches
the problem from the opposite direction, by manipulating the context
in which tax is paid, and observing the behaviour and accompanying
psychic stress, finding evidence for where more or less psychic stress
affects tax paying behaviour.
4 For example, Torgler (2007a), and James Alm, Jorge Martinez-Vazquez & Benno
Torgler (2010)
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As discussed in the previous chapter, empirical work has uncov-
ered evidence of a link between national pride and tax compliance,
both through analysis of secondary survey data and through the con-
duct of experiments. In some cases, the link is analysed directly
(Konrad & Qari 2012, Katharina Gangl, Benno Torgler & Erich Kirchler
2014), and in some cases, national pride is included as a control vari-
able in regressions that conduct general explorations into the determi-
nants of tax morale; for example, in Torgler & Schneider (2007b), and
Alm, Martinez-Vazquez & Torgler (2006), and Torgler (2005), and Tor-
gler (2004b), and for an overview see Torgler (2007a). While national
pride was not the focus of these latter studies, it was still notably
statistically significant in almost every specification, and to the au-
thors’ knowledge at the time, it was a factor that had still not been
implicated as a determinant of tax morale (Alm, Martinez-Vazquez
& Torgler 2006, p. 850). The lack of evidence on national pride and
tax morale or tax compliance and on other areas of compliance gen-
erally was noted in Torgler & Schneider (2007b, p. 448), and the lack
of evidence on national pride and tax compliance specifically was
highlighted in Benno Torgler & Friedrich G. Schneider (2005).
The rationale behind inclusion of national pride as a control vari-
able in these regressions is that the group (and particularly, national)
identification produced by national pride might contribute to increased
levels of compliance behaviour (in line with the discussion in Chap-
ter 1). The results of these studies tend to indicate that national pride,
trust, and pro-democratic attitudes are positively related to tax com-
pliance. Konrad & Qari (2012) claim to conduct the first study specif-
ically focusing on this interaction between patriotism and tax compli-
ance, and their paper argues for a causal interpretation after submit-
ting the (secondary) data and the specifications to several robustness
checks.
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This chapter builds on the previous research, going one step fur-
ther than studies using secondary survey data and one step further
than controlling for national pride in more general analysis of tax
morale. The study goes even further than the recent experiment by
Gangl, Torgler & Kirchler (2014) as the current study collects heart
rate variability (HRV) data while exposing the participants to psycho-
logical priming. Thus in this chapter specific attention is paid to the
literature relating to psychological priming, the significance of phys-
iological measurements, and the existing evidence of links between
taxpayer identity and tax compliance.
4.1.0.1 Advantages and disadvantages of laboratory experiments
The experimental method is common in most fields of science as a
means for establishing facts (Geoffrey Keppel 1982, p. 1). The criti-
cal feature of the experimental method is that there is both a control
group and a treatment group, and any difference between the two
may be attributed to the interference of the experimenter and can be
referred to as the treatment effect. In this way a direction of causal-
ity may be assumed (Keppel 1982, p. 1) as it is supposed that the
difference between the control and the treatment is caused by the ma-
nipulations in the experiment. This is useful for empirical work in
the social sciences where the variables of interest as well as the com-
plicating factors are dynamic and complex. The manipulation of the
experimental environment allows a degree of certainty in identifying
causality that is not available in analysis of secondary data.
However, the chosen empirical methodology is not without con-
troversy. Laboratory experiments are the most common of economic
experiments (Markus Schaffner 2013), and are increasingly employed
by economists, perhaps in order to “emulate the methods of natural
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scientists” (Alm 2010, p. 640). Nevertheless, they are often criticised,
as is the experimental method in general, for lacking external validity
(Jayson L. Lusk, J.R. Pruitt & Bailey Norwood 2006, p. 205).
Firstly, experiments are criticised for lacking realism in many ways,
especially for not approximating real life 5, as the participants are
primarily drawn from a pool of student volunteers and not the gen-
eral public. However further studies have found there is no real
difference between the reactions of students and that of the gen-
eral public (Alm 2010, Filippos Exadaktylos, Antonio M. Espı´n &
Pablo Branas-Garza 2013, Rachel Croson 2007, James N. Druckman
& Cindy D. Kam 2009). Secondly, experiments are criticised because
choices made in the laboratory might not reflect those that would be
made in the “real world”, given the artificial nature of the laboratory
setting. Experimenters have worked diligently to increase the realism
and thus the external validity of laboratory experiments, including
realistic factors such as audit probability, fine rate, and tax rate to
mirror real values. Therefore experiments are improving in realism,
and if the participants take it seriously (Benno Torgler 2002), the anal-
ysis of cognitive processes might be similar to that found in reality.
As Alm (2010) notes, if it is not possible to control the situation and
treatments in the laboratory, it would certainly not be possible to have
any control over these factors in the real world. Catherine C. Eckel &
Philip J. Grossman (1996, p. 189) come to the following conclusion re-
garding context and realism in experiments: “As experimenters, we
aspire to instructions that most closely mimic the environment im-
plicit in the theory, which is inevitably a mathematical abstraction of
an economic situation. We are careful not to contaminate our tests
by unnecessary context. But it is also possible to use experimental
5 For a discussion see Dulleck et al. (2012) and Torgler (2007a)
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methodology to explore the importance and consequence of context.
Economists are becoming increasingly aware that social and psycho-
logical factors affect economic decision making, and the importance
of social factors can only be introduced by abandoning, at least to
some extent, abstraction. This may be particularly true for the inves-
tigation of other-regarding behavior in the economic arena”.
In this experiment, specific tax related terms were used to invoke
realism. The structure of the experiment was designed to replicate a
tax-paying context, in which participants earned their income and
then reported to the tax authorities over the course of 20 rounds
(years). Tax payable was deducted from gross income and the re-
mainder accumulated as wealth.
An additional problem with laboratory experiments is that partici-
pants know they are being observed (Lusk, Pruitt & Norwood 2006),
however this is the case across all treatments and controls so the effect
of the treatment is the only thing being altered. Any disadvantage
from participants being conscious that they are watched is more than
made up for by the ability to standardise recruitment protocol and
interface (where the same software is used across experiments) and
allow for easy collection of plentiful data (Schaffner 2013). As Tor-
gler (2007a, p. 11) notes, “[an] experimental approach circumvents the
problem of getting honest answers on illegal behaviour. Researchers
can use their own data obtained from experiments... This allows us
to reduce causality problems and thus gives good information not
only about the relationship between two variables but also about the
direction of the effect.” Moreover, even though the overall level ef-
fect may be contaminated, and should be treated with caution, the
relative effect of control versus treatment is valuable.
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4.1.1 Taxpayer identity, ingroups, and tax compliance
The level at which an individual constructs his or her identity (be it
individual, local, state, or federal) can impact his or her level of iden-
tification with various groups, thereby affecting the willingness to
comply with the rules for that group. Several studies (Michael Wenzel
2002, Wenzel 2007, Martina Hartner, Silvia Rechberger, Erich Kirchler
& Alfred Schabmann 2008, Martina Hartner, Silvia Rechberger, Erich
Kirchler & Michael Wenzel 2011) analyse the effect of taxpayer iden-
tity on tax compliance and specifically, how different identity orien-
tations impact reported tax compliance. Investigating the Australian
case, Wenzel (2002) finds that when taxpayers are more identified
with the nation they are more concerned about group outcomes and
more likely to be compliant in paying taxes. He comes to an interest-
ing conclusion, that “... highly identified respondents seemed to have
transcended their concern for personal profits” (Wenzel 2002, p. 639).
Wenzel’s (2007) subsequent study explicitly investigates three lev-
els of taxpayers’ identity (at the personal, subgroup, and national
level) and finds that an identity constructed at the national level is
the most conducive for tax compliance, even going so far as to con-
clude that “the concept of identity is key to responsive regulation”
(Wenzel 2007, p. 31). However, it should be noted that Wenzel’s use
of the concept of identity concept differs significantly from that used
in Akerlof & Kranton (2000), and Akerlof & Kranton (2010). Where
Wenzel refers to identity at the other end of the continuum discussed
in the literature review (chapter 2), that is, as a personally constructed
abstraction; in Identity Economics, Akerlof & Kranton (2010) enter the
idea of identity into the expected utility function as an additional
term for the explanation of certain behaviours. Behaviour is driven
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by maximisation of expected utility, which is dependent on the indi-
vidual acting in line with the chosen identity. Decisions that lead the
individual to act in line with the identity are based on cost-benefit
calculations. It is important to note the significant influence of choice
in this conceptualisation of identity, which can be contrasted with the
arguments that tend towards socialisation as posited by Wenzel (and
others).
The social learning theory proposed by Akers (1990) offers an al-
ternative to both Wenzel and Akerlof regarding the relationship be-
tween tax compliance and identity. However, regardless of whether
identity is approached from Akers’s (1990) social learning theory, or
from Wenzel’s (2007) discussion of self-categorisation and solidarity,
what matters is the principle of activating the appropriate response
given the context. This argument is echoed by the bounded rational-
ity and heuristics program, that is, people make ecologically rational
decisions based on the situation in which they find themselves, us-
ing short cuts for decision making, the contents of which have been
socialised, learned, or even hardwired through evolved “core capac-
ities” (Arie W. Kruglanski & Gerd Gigerenzer 2011), for both social
and physiological survival (Hertwig & Herzog 2009, Nielsen 2010).
Almost 30 years ago, Boulding (1985) discussed the importance of
matching the context to the style of interaction, differentiating be-
tween the various categories of norms, responses and interactions
involved in different sorts of relationships. He distinguishes between
threat relationships (e.g. police, armed forces), exchange relation-
ships (such as auctions and stock markets), and integrative relation-
ships (monasteries, church and family). Each of the approaches listed
(identity, social learning theory, bounded rationality, three types of
relationships) bear a common element: self-categorisation and appro-
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priate context as “an interactive function of situation and perceiver”6
are fundamental to the explanation and understanding of behaviour.
A lifetime of absorbing advertising messages, socialisation through
activities and lessons at school (Konrad & Qari 2012), through daily
exposure to national symbols (Butz 2009), and exposure to the na-
tional discourse could provide the context in which national pride is
activated, and through which an individual might acquire an under-
standing of the characteristics of a “good citizen”. Furthermore, given
that national symbols are so prevalent in society, it would seem im-
portant to understand their implications, yet there has been very little
research into the effect of being exposed to these symbols (Feshbach
& Sakano 1997).
4.1.2 Psychological priming
Elliott & Hayward (1998) reviewed the way in which framing had
impacted economic experimentation up to the time of writing their
paper. Even at that stage, framing was being used in economic exper-
imentation with sufficient frequency that the authors could foresee
“the opening of neoclassical economics to socio-economic premises”
(Elliott & Hayward 1998, p. 229). The authors highlight the central
importance of perspectives, contexts, and institutions. The most gen-
eral of all frames may be those institutions arising from society and
culture, and it may be that general framing effects of organisational
norms, appropriate behaviour, what is expected of a “good citizen”
can all be activated through experiment treatment effects. Research
published in the journal Nature in December of 2014 reports the out-
6 Haslam 2004 cited in Wenzel (2007, p. 35)
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come of a priming experiment testing the (dis)honesty of employ-
ees of the banking sector. Alain Cohn, Ernst Fehr & Michel Andre´
Mare´chal (2014) test for a difference between participants primed
with their professional identity and a control group (who were not
primed with their banking identity), and find that the primed group
were more dishonest when reporting their success in a coin-toss gam-
ble. The authors conclude that the experiment provided evidence
of an activated (but not desirable) part of the personal identity as a
banker, and thus the norms of the banking culture need to be ad-
dressed through ethical training and an awareness of the effect dis-
honest behaviour has on society in general.
Recently, Julia C. Becker, Anne Enders-Comberg, Ulrich Wagner,
Oliver Christ & David A. Butz (2012) tested the activation of nation-
alism and outgroup derogation in the presence of the German flag in
Germany and compared it with a previous study that exposed highly
nationalistic citizens of the USA to their own national flag. Find-
ing that exposure to the German flag increased outgroup derogation
(rather than decreased prejudice as in the USA study), they conclude
with respect to national symbols that “consequences of flag exposure
are not unidirectional in all countries but rather depend on the social
context and the concepts people associate with the flag and other na-
tional symbols” (Becker et al. 2012, p. 5). A further study by Sibley,
Hoverd & Duckitt (2011) checks whether there is a similar priming
and activation of normative values with respect to the New Zealand
(NZ) flag, in a country (NZ) that is not known for its flag-displaying
behaviour. The study uses a text analysis design to test how quickly
participants are able to categorise words that represent the value of
egalitarianism when primed with the symbol of the national flag.
Compared with exposure to other symbols, in the presence of the flag,
NZ citizens more rapidly categorise words that represent the value of
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egalitarianism. The authors conclude that “[e]xposure to national em-
blems - especially the national flag - have important consequences in
that they bring to mind values that are endorsed at a normative level
by the nation” (Sibley, Hoverd & Duckitt 2011, p. 514).
Interestingly, this supports results of studies that find less tax eva-
sion among those who are strongly identified with their nation (Wenzel
2002, Wenzel 2007). This can be understood as an ingroup situation,
in which the “inclusive group identity increases cooperation in social
dilemmas, rule compliance and extra-role behavior in organizations
and other contexts” (Wenzel 2007, p. 45). The ingroup preference is
driven not only by the taxpayers who profit from the public benefits
provided by tax, but also because they have identified with the tax
administration collecting the tax. They are therefore more willing to
incur personal costs to ensure the continuation of the institution and
provision of the welfare (Wenzel 2007). While Wenzel uses survey
data in his studies, this chapter will use physiological measurements
and the results of the laboratory experiment to test the effect of a
patriotic priming device on tax compliance.
With particular reference to psychological framing effects, Ran R.
Hassin, Melissa J. Ferguson, Daniella Shidlovski & Tamar Gross (2007)
test the effects of subliminal exposure of participants to the national
flag, and from their conclusions suggest that decision making and be-
haviour are affected not only by “conscious deliberation and reason-
ing but also by complex cognitive and motivational processes that oc-
cur outside of conscious awareness” (Hassin et al. 2007, p. 19757). Fur-
thermore, the authors suggest that additional research is necessary
into the “mechanics of the human cognitive unconscious” (Hassin
et al. 2007, p. 19760). Additional research is also required into the
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channels through which national symbols work to affect decision
making, and subsequently change behaviour.
Butz (2009) notes that “[s]ocial scientists have long argued that sym-
bols of a nation (e.g., flags, emblems, anthems) may increase peo-
ple’s sense of psychological identification with their nation”. Further-
more, exposure to those symbols could result in changes to national
attachment; changes that are unconscious and automatic: “...these
symbols were argued to have subtle unconscious effects – effects
that are difficult to detect and, if not for advances in research meth-
ods, would otherwise escape the purview of many social scientists”
(Hassin et al. 2007, p. 800). The advances in heart rate variability
(HRV) monitoring technology and research methods allow the mea-
surement of the physiological correlates of psychological effects, as
described in further detail in the next section.
4.1.3 Physiological measurements as markers of emotions
Neuroscientific studies over the past few decades have determined
that activity in the brain has physical markers, which can be mea-
sured through physiological means7. The ability to use tools from
neuroscience has created an opportunity to further knowledge about
the basis of human economic decision making. A unique element of
this experiment with respect to the tax compliance literature is the use
of heart-rate monitors to gain a window into the emotional states and
reactions of the participants during different stages and to determine
whether the participants were affected by the psychological framing
video. As mentioned in the introduction, before beginning the study,
7 See, for example, Manfred Spitzer, Urs Fischbacher, Ba¨rbel Herrnberger, Georg Gro¨n
& Ernst Fehr (2007)
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it was anticipated that the experiment would allow identification of
a physiological marker of the emotion and the experience of national
pride.
The idea that the nervous system and visceral organs are linked is
not a new one: Stephen W. Porges (2007a) traces the origins of this
framework back to Darwin in 1872, who wrote about the “dynamic
neural relationship between the heart and brain”, which are the “two
most important organs of the body” (Darwin, cited by Porges (2007a,
p. 301)). While both technology and theory have advanced signifi-
cantly since Darwin, the theory is grounded in the same thinking: the
bidirectional relationship between the visceral organs and the brain is
mediated by the processes of the vagal nerve. The discussion in this
section relies heavily on the polyvagal theory proposed by Stephen W.
Porges (2011). In sum; “[t]he polyvagal perspective proposes that it
is necessary, not only to understand the vagal efferent actions on the
heart from a neurophysiological level of inquiry, but also the adaptive
function of neural regulation of the heart, interpreted within the con-
text of the phylogeny of the autonomic nervous system” (Stephen W.
Porges 2007b, p. 138).
The vagal nerve impacts the autonomous nervous system (ANS),
which is made up of the inhibitory parasympathetic nervous system
(PNS) and the excitatory sympathetic nervous system (SNS), the op-
erations of which can be measured via variability in the heart rate
(Bradley M. Appelhans & Linda J. Luecken 2006, Armin Falk, Ingo
Menrath, Pablo Emilio Verde & Johannes Siegrist 2011); for an in-
depth history of the measurement of HRV see Porges (2007b). The
ANS has two major yet physically conflicting purposes: it monitors
and takes care of the internal organs, and also responds to “external
challenges” (Porges 2011, p. 80). The SNS is dominant during physi-
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cal or psychological stress (Appelhans & Luecken 2006), and “affects
the heart rate indirectly through the sympathetic nerves” (Uwe Dul-
leck, Andrea Ristl, Markus Schaffner & Benno Torgler 2011, p. 119).
In contrast, the PNS is generally dominant during resting, relaxing,
digesting, and social engagement behaviours, promoting growth and
restoration (Porges 2011, p. 80). The PNS affects the heart directly
through the vagal nerve. Porges (2007a, p. 302) suggests that HRV
“may provide a portal to the dynamic assessment of vagal function”,
and further, that “beat-to-beat heart rate variability is a window to
the neural regulation of the heart”. However, Porges notes that the
ability to reach any conclusions regarding HRV and its emotional cor-
relates relies on the ability to accurately measure, quantify, and inter-
pret HRV, as well as knowledge of the underlying neural mechanisms
(Porges 2007b). Thus, this section will go into further detail about the
connection of HRV, the nervous system, and the neural correlates of
emotions.
Dulleck et al. (2011) discusses several of the neuroscientific and
neuroeconomic studies that have established activity in the areas of
the brain linked to decision making during experimental games. The
fact that “HRV reflects the moment-to-moment output” (Appelhans &
Luecken 2006, p. 231) of these regions provides the ability to capture
external measurements of the internal psychological states. Moreover,
these same areas are also related to the regulation of the autonomic ac-
tivity of the cardiovascular system (Dulleck et al. 2011). Several of the
areas affected include the anterior insula, the dorsolateral prefrontal
cortex, and the anterior cingulate cortex (Dulleck et al. 2011). For
more information on the areas of the brain responsible for autonomic
regulation, and the PNS and SNS activity generally, see Appelhans
& Luecken (2006). Measuring HRV and acquiring information on ac-
tivity in the SNS and PNS allows an insight into “physiological and
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mental processes in the body”, as well as providing “specific corre-
lates of activity in certain brain regions” (Dulleck et al. 2012, p. 8).
Furthermore, as Dulleck et al. (2011, p. 117) point out, “advances in
imaging techniques allow precise spatial localization of brain activi-
ties during the decision-making process... an increasing number of
studies are using brain activity as a basis for economic theory”. The
cross-validation of the results from imaging techniques with the re-
sults from HRV analysis lends further strength to the use of HRV
measurements in experimental situations.
The work by Porges (2007b) and elaborated in Porges (2011) out-
lines a theory of the development of the vagus which is based on the
evolution from the reptilian to the mammalian nervous system, with
each newer system recruiting the brain processes of the phylogenet-
ically older, more primitive systems. The vagal nerve operates what
is known as the vagal brake, which is a necessary component of the
mammalian nervous system. Without the vagal brake, the “super-
charged” SNS of the mammalian nervous system would see humans
“literally, bouncing off the walls” before burning out (Porges 2011,
p. 58). In situations requiring increased cardiac activity, the vagal
brake allows the SNS to be activated, or withdraws the PNS inhibi-
tion, with the same result: an increased heart rate. On the other hand,
if the individual is in a safe environment, the adaptive regulation of
the PNS protects the nervous system. This allows social engagement
to take place, which is a phylogenetically newer process (discussed
below). Human nervous systems are activated in a three stage process
in reverse order, depending on the success or failure of each system
in the context of the environment.
The ability to condition physiological output to the environment
is evident in a process called “orienting”. When confronted with a
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new situation, individuals must orient to the context, during which
time, unconscious processes are deciding how to react; whether it is a
safe environment or not; and if the others present are friends or foes8.
Porges (2007b, p. 125) notes “the nervous system... matches neuro-
physiological state with the actual risk of the environment. When the
environment is appraised as being safe, the defensive limbic struc-
tures are inhibited, enabling social engagement and calm visceral
states... the detection of safety subdues the adaptive defensive sys-
tems dependent on limbic structures”, a process which is just as vital
to the human survival as the ability to mobilise in the face of threat.
Porges (2007b) (summarising several of his previous studies) calls
this process “neuroception”, describing it as a process “that evaluates
risk and modulates vagal output via higher brain structures”(Porges
2007b, p. 119).
If the SNS is activated, the heart rate will increase, and the individ-
ual will react with fight, flight, or freeze behaviours; or alternatively
if the situation is judged as safe, the PNS will be dominant so that
rest, relaxation, digestion and social engagement are possible. The
nervous system is able to switch between these states by firstly as-
sessing risk, and secondly inhibiting defence mechanisms when the
environment seems safe (Porges 2007b, Porges 2011). “It is impor-
tant to note that social behavior, social communication, and visceral
homeostasis are incompatible with the neurophysiological states and
behaviors promoted by the two neural circuits that support defense
strategies” (Porges 2007b, p. 121). In other words, it is not possible to
be socially engaged when ready for flight, fight, or freeze, and vice
versa. Hence, the newer systems allowing for social engagement are
still using the same brain structures that were required for the old
8 Possibly employing a whole range of heuristics, from the biological, hardwired, and
evolutionary, to the subconscious rules based on past experience
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primitive reactions. For example, both reptiles and mammals orient,
but only mammals can orient and then use the newer behaviours of
voluntary attention or complex emotions, giving attention or com-
municating. Porges (2007b, p. 121) notes that “...the evolution of the
mammalian autonomic nervous system provides the neurophysiolog-
ical substrates for the emotional experiences and affective processes
that are major components of social behavior”, thus, “the polyvagal
theory links the evolution of the autonomic nervous system to affec-
tive experience, emotional expression, facial gestures, vocal commu-
nication, and contingent social behavior” (Porges 2011, p. 31). Factors
such as the presence of familiar faces or familiar voices can result in
an assessment of a safe environment, and allow the recruitment of
neural systems necessary for social processes (Porges 2011).
This study is specifically interested in measurements of the fre-
quency of HRV9. “Research has also shown that in controlled environ-
ments, the ANS’s control over HRV can be used to identify individual
stress levels (LF/HF ratio)” (Dulleck et al. 2011, p. 122). The SNS is re-
lated to the LF (low frequency, [0.033-0.15 Hz]) and PNS is related the
HF (high frequency, [0.15-0.4 Hz]), and to respiratory sinus arrythmia
(Appelhans & Luecken 2006, p. 233). As explained by Dulleck et al.
(2011) and Appelhans & Luecken (2006), the ratio of LF to HF activity
may serve as an indicator of psychological state. It represents the rela-
tive dominance of SNS to PNS in the control of the heart. Dulleck et al.
(2012, p. 13) use the LF/HF ratio as a basis for determining whether
the subject of their experiment was experiencing stress or not: “A
state of stress was characterized by a lack of activation in the high
frequency band HF [0.15-0.4 Hz] but strong activation in the low fre-
quency band, LF [0.033-0.15 Hz]”. They find that “[o]verall, changes
in visible HRV activation patterns correlate with substantially higher
9 Explained in Appelhans & Luecken (2006)
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standard deviations in tax compliance rates”. The authors find that
more activation in the LF band and exposure to psychic stress dur-
ing their decision making process was correlated with higher levels
of tax compliance. This result differs from the findings of this study
which indicate that more activity in the HF band is related to higher
levels of tax compliance, but it should be noted that this study mea-
sures the HRV at a different point in time. Where Dulleck et al. (2012)
analyse the psychic stress in the decision making situation, this study
measures the HRV during the psychological framing trigger, which in
some participants seems to activate the HF parasympathetic system
and allows for social engagement and feelings of safety.
Using physiological measurements furthers the current attempts
to understand emotions, a concept that economics has not generally
considered in the past (Dulleck et al. 2011). Other literatures have
established the role of emotions in decision making, and now chase
the “ambitious goal” of “[d]iscovering the physiological correlates
and neurobiological underpinnings of emotion’s influence on deci-
sion” (Andrei C. Miu, Renata M. Heilman & Daniel Houser 2008,
p. 353). Stefan Koelsch (2014) defines emotions as “the result of the
integrated activity of affect systems” (p. 171). Porges (2011, p. 47)
again recalls the work of Darwin who differentiated between “pri-
mary or neurally based emotions and social or culturally based emo-
tions”. Neurally based emotions “are universally expressed and un-
derstood across cultures. These primary emotions include anger, fear,
panic, sadness, surprise, interest, happiness (ecstasy), and disgust
(Ross, Homan, & Buck 1994)” 10. Discussing the efforts of various
disciplines in describing feelings and emotions, Porges (2011, p. 76)
notes that “...whether we are talking about feelings, emotions, states,
or moods, we are always attempting to describe the internal states
10 Cited in Porges (2011)
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that are continuously being monitored and regulated by the nervous
system”. As these internal states change, as they are monitored and
regulated by the nervous system, they produce physiological markers
that can be measured externally.
Several previous studies, including that by Uwe Dulleck, Markus
Schaffner & Benno Torgler (2014), have successfully used HRV to
analyse reactions in an experimental setting. For example, Falk et al.
(2011) study the changes to heart rate variability caused by perceived
unfair pay. The authors find that when agents receive an unfair com-
pensation for their work from the principal, the autonomic response
is characterised by a decrease in heart rate variability. The authors
argue that there are negative consequences to such a stress response,
possibly leading to cardiac disease in future. Dulleck et al. (2011)
report studies that have demonstrated how decision making activi-
ties produce changes in heart rate. In other studies, skin conductance
tests have been used to measure physiological responses, for example,
Miu, Heilman & Houser (2008). Moreover, Giorgio Coricelli, Mateus
Joffily, Claude Montmarquette & Marie Claire Villeval (2010) investi-
gate the link between skin conductance responses and tax evasion.
By using HRV technology, it is possible to identify whether the SNS
or PNS is more active during exposure to the psychological framing
device. As indicated above, this line of research holds the poten-
tial to build a “biological micro-foundation for compliance behavior”
(Dulleck et al. 2012, p. 4). In line with Porges’s (2007b) vision for
the polyvagal perspective, this study follows “a level of inquiry that
emphasizes neurophysiological mechanisms and neurobiological or-
ganizing principles to determine how heart rate measures, as non-
invasive features of adaptive neural circuits, are related to psycholog-
ical, behavioral, and health process” (Porges 2007b, p. 127).
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Another interesting aspect of this study is that the participants are
not only primed with the visual imagery of the treatment videos, but
also by playing the national anthem, which can be related to Koelsch’s
(2014, p. 177) suggestion that music may interact with visual infor-
mation. Koelsch (2014) conducts a meta-analysis on fMRI studies
examining music and emotions. The author describes how phylo-
genetically old systems (which produce visceral reactions to music)
and parts of the forebrain system are both involved in emotional re-
sponses to music. According to Koelsch (2014, p. 172), music has
social significance and communicative properties, and furthermore,
“music-evoked pleasure is associated with the activation of a phylo-
genetically old reward network that functions to ensure the survival
of the individual and the species”. This might be explained by the ef-
fect of pleasant music on the nucleus accumbens, and that part of the
brain “is sensitive to primary rewards (such as food, drink or sex) and
secondary rewards (for example, money or power)” (Koelsch 2014,
p. 172). A range of previous studies have used fMRI to investigate
how the combination of music and imagery can increase responses
in the amygdala, hippocampus, or insula. Koelsch (2014, p. 178) con-
cludes that “[a]s has been shown consistently across studies, music
can evoke changes in activity in the core structures underlying emo-
tion... Moreover, music-evoked emotions can give rise to autonomic
and endocrine responses as well as to motoric expressions of emo-
tion... music can trigger changes in the major reaction components of
emotion, indicating that music can evoke real emotions (not merely
subjective feelings)... Importantly, music-evoked emotions have goal-
relevant consequences for everyday life, such as the regulation of emo-
tions and moods, or engagement with social functions”.
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4.2 the experiment
4.2.1 Design of the experiment
The experiments were conducted over 9 sessions at the Queensland
Behavioural Economics Laboratory (henceforth referred to as QuBE),
in a dedicated computer lab that features partitions between the stu-
dents to prevent copying or communication during the experiment.
Adjoining the lab room (separated by a door) is a small office where
the main terminal operated as the server from which the experiment
was initiated and monitored. The experiments were carried out in
line with QUT’s ethics requirements for research involving human
participants, under the approval of QuBE. The participants all gave
informed consent by signing forms after receiving information that
it was an incentivised experiment and that physical measurements
would be taken during the experiment. The experiments were con-
ducted during July and August 2013 as this is one of the best times for
recruiting students, being the start of the second semester in the Aus-
tralian academic year. Participants were recruited with ORSEE (Ben
Greiner 2004) from QUT’s standard participant pool for economic ex-
periments. The subject group of 138 participants consisted of a mix
of international and domestic students, with 79 students not born
in Australia and 59 students born in Australia. However, while 60
per cent of students were born overseas, many have since become
citizens, which indicates that they have been resident in the coun-
try for a considerable length of time. Of the foreign-born students
who answered the question on whether they were a citizen or not,
28 percent were not, and 72 percent had become Australian citizens.
A dummy variable was constructed to measure the citizenship sta-
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tus of the participants (australia dummy), where 1 = all participants
born in Australia, as well as all born overseas who have since become
citizens; and 0 = non-citizens. The addition of students not born in
Australia but who have since become citizens changed the proportion
to 57% Australian citizens and 43% non-citizens. It can be presumed
that those who were Australian citizens would have been subjected
to similar socialisation processes at school (singing the Australian na-
tional anthem) and at home (attending national celebration days such
as Australia Day) and would have observed the same pro-Australian
messages in television advertisements, and would have listened to the
same political rhetoric regarding what is Australian and what is not.
All those who have emigrated here would have been exposed to all
of these factors since residing in Australia. 56 percent of participants
were male and 44 percent were female. The subject pool had fully
randomised assignment into control and treatment group: each par-
ticipant was randomly assigned into a group of around 16 students
and that group was randomly assigned to an experimental session.
The experiment consisted of three stages: first a stage employing ei-
ther a psychological trigger for national pride or a control (explained
in detail in the subsection on “Psychological framing”). The second
stage was an incentivised tax compliance experiment; for examples
of such experiments, see Torgler (2007a).
During the final stage, socio-demographic and associated informa-
tion was gathered via a questionnaire administered after completion
of the experiment, and while students waited for their payment to
be calculated and prepared. The participants answered questions
relating to their citizenship status, feelings during the experiment,
opinions about cheating on welfare, and other relevant topics (see
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Appendix B). The responses to the questionnaire were not forced, so
some observations are missing from this section.
The experiment lasted approximately just under an hour. Students
earned on average $19.33 in accumulated income (referred to as “wealth”)
during the experiment, with a minimum earn of $10.15 and maxi-
mum of $29.19. All payments were made in Australian dollars (AUD).
The experiments were programmed and executed with CORAL
(Schaffner 2013), a new lightweight and flexible framework for lab-
oratory experiments. CORAL has been developed as a user friendly
and adaptable alternative to Z-tree, allowing an experimenter with
very little (or, more accurately, no) coding experience to start using
Java. With a little help, the same inexperienced coder is able to de-
velop an experiment with an understanding of the underlying op-
tions. CORAL is more stable than Z-tree and across nine sessions did
not crash or result in unusable data. As noted in Schaffner (2013),
“CORAL tries to get out of the researcher’s way”, that is, it allows
the programming of any bespoke experimental protocol by any re-
searcher without requiring the acquisition of a totally new skill set.
Furthermore, being open-source, the experimental code can be shared
by academics and improved or replicated in future studies. Schaffner
(2013, p. 14) suggests that “[i]n experimental economics the actual
code to run the experiment should be treated as part of the research”,
thus the code for this experiment will be made available to any inter-
ested parties, as the decisions on what to include in the experimental
code are just as important as what was excluded. Moreover, the de-
sign and set up of the experiment can itself have an influence on the
way participants experience the experimental environment so it is
important to be transparent with respect to the experimental design.
The benefit of CORAL is that if there is a mistake, such as in the num-
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ber of people logged in, it does not require the whole experiment to
be restarted. The experiment code (available on request) names the
variables that were captured during the course of the experiment, in-
cluding final payoff, each round payoff, and tax paid. Another advan-
tage of CORAL is that it allows for flexible testability (Schaffner 2013,
p. 7), in that each part of the experiment can be tested separately from
the rest. The benefit of this feature is that it is not necessary to run
through the whole experiment when testing a change to one part. For
example, during the design of the experiment it was possible to run
a package that consisted only of the questionnaire, which allowed
changes and iterations and the running of test cases on the changes
without having to run the whole experiment over again.
As mentioned before, in addition to collecting information via the
questionnaires and conducting the experiment, heart rate monitors
were employed to observe physiological changes and reactions to
the framing stimulus. Since national pride is a psychological expe-
rience towards the national identity, it was important to observe any
physiological changes produced when activating this emotion. It was
also important to observe the differences in variance of physiological
changes between the control group and the treatment group. The
results are discussed in section 4.3 of this chapter.
4.2.2 Introduction stage
Participants were welcomed to the laboratory, their attendance was
registered, and they received instructions on how to attach the heart
rate monitors with three single-use electrodes which were placed on
the participant’s chest. Heart rate monitors were then individually
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checked by the experiment administrator to ensure they were func-
tioning correctly.
Communication between participants was forbidden during the ex-
periment, however questions to the experiment administrator were
permitted. When participants started the experiment they were met
by the screen shown in Figure 1.
Figure 1.: Introduction
Note: Screenshot of introduction screen.
Students were given a hand-out of the experiment instructions (pro-
vided in the Appendix, Figure 22, and instructions were also dis-
played on the computer screen (see Figure 2). All instructions were
presented in the same language (English), and a shorter set of in-
structions were read out by a native English speaker. This ensured
that everyone received the same instructions, and gave participants
the opportunity to clarify the instructions. It also ensured that ev-
eryone knew that all participants received the same instructions and
the same information. Importantly, the main experimenters were the
same across all sessions, eliminating differences in procedural or per-
sonal characteristics across the experiments.
The participants were informed that this was an experiment in the
economics of decision making, and that they could earn real money
by taking part in the experiment. They were told that their decisions
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would affect the amount of money they earned (in line with previous
experimental protocol).
Figure 2.: Instructions
Note: Screenshot of instruction screen.
Before beginning the income earning stage of the experiment, the
participants went through a trial round to ensure they understood
the instructions and particularly that they understood the income
earning/tax payment task. During this trial round (see Figure 3)
they went through the same process that would be repeated in the
20 rounds (years) of the income earning task.
Figure 3.: Earn income trial
Note: Screenshot of earn income trial screen.
The next step gave participants practice in declaring their income
(Figure 4), before showing the results of their decisions (Figure 5). Af-
ter successfully completing the trial round, the experiment moved to
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a screen at which point the participants were asked to check whether
they understood the experiment and were happy to proceed with the
next stage (Figure 6).
Figure 4.: Declaration
Note: Screenshot of trial declaration screen.
Figure 5.: Outcome of trial
Note: Screenshot of outcome screen.
4.2.3 Psychological Framing
To ensure that all students were exposed to the psychological framing
at the same time, the experiment was programmed to wait for all
students to register their understanding of the instructions. As some
students completed the trial round faster than others, a wait screen
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Figure 6.: Understand instructions
Note: Screenshot of understand instructions screen.
was displayed to give the others a chance to progress to the same
stage.
Figure 7.: Waiting for video to start
Note: Screenshot of waiting screen before video started.
Once all students had indicated that they understood the instruc-
tions, the experimenter showed a short video as a method of introduc-
ing the psychological framing. There were three versions of the fram-
ing video, each of equal length. The first depicted “iconic” images
of Australia, including Uluru, the Opera House, the Sydney Harbour
Bridge, the national flag, the outback, and the Great Barrier Reef. This
video was set to an orchestral version of the national anthem “Ad-
vance Australia Fair”. The second version of the video was based on
great and memorable Australian sporting moments primarily from
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the past 10 years (but also including the record breaking 4x100 metre
mens relay at the Sydney Olympics in 2000). This video was com-
posed of clips such as the Socceroos qualifying for the World Cup in
2006, and then again in 2013, as well as Sam Stosur winning the US
Grand Slam Tennis Championship. This “sport” video was set to the
same instrumental version of the national anthem as the “icon” video.
The third video was a control video, with a neutral themed Adagio
by Mozart, set to the visualisations automatically provided by iTunes.
An example of the type of random moving patterns encountered by
the students in the control can be seen in Figure 8. The video was
produced by pre-recording the visualisations on a desktop to ensure
that each screening of the control video was exactly the same.
Figure 8.: Screenshot of iTunes visualisation
Note: Screenshot of iTunes visualisation.
4.2.4 Real effort task/income earning stage
Once the video had finished, the students were informed that the
experiment had begun, and were reminded again of the real effort
task involved.
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Figure 9.: Post-video information
Note: Screenshot of post-video information screen.
Participants were then presented with their first set of 10 problems
to solve within the 20 second timeframe, the result of which would
determine their income for that round.
Students received a minimum payment of $5 for participating in
the experiment. This lump sum was distributed over the 20 rounds
of the experiment and resulted in a tax adjusted endowment of 36
cents per round. Students earned additional income by answering a
series of simple 3 digit problems. Students were given 20 seconds to
answer as many as possible. By introducing an endogenous alloca-
tion of money based on their abilities this could provide a stronger
test of their compliance, as “earning” the money reinforces the per-
sonal achievement and increases the costs of handing over the money.
Requiring this effort in earning income further approximated reality
as the students were making tax compliance decisions based on their
income rather than perhaps treating it as an endowment with which
they could gamble against the possibility of an audit (see Yvonne
Durham, Tracy S. Manly & Christina Ritsema (2014) for an overview
of how different income sources affect tax compliance).
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4.2.5 Taxation Task
Participants were then asked to declare their taxable income. Some
participants raised questions regarding this step. In all cases the stu-
dents were given the same answer: “It is tax time, and it is time to
declare your income. It is your decision”. As much as possible, the
experimenter did not deviate from this information.
The computer screen then displayed information advising the stu-
dent of the outcome of that round, including how much tax they
had paid. This same procedure repeated over the 20 rounds of the
experiment, and the students were aware from the beginning of the
experiment that there would be 20 rounds, or years, during which
they would earn income and accumulate wealth.
Of course, full defection was possible, and participants could de-
clare no income if they wanted to avoid paying taxes completely (Fig-
ure 10).
Figure 10.: Outcome of full defection in year 1
Note: Screenshot of full defection screen.
If the participant chose full compliance, they declared their total
income for the period. A variable called tax compliance ratio was gen-
erated that measured the ratio of the income declared by the par-
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ticipant to the income actually earned. Tax compliance ratio becomes
the dependent variable in the following econometric analysis on the
effect of the treatments and HRV.
Figure 11.: Declaration in year 2
Note: Screenshot of declaration screen.
Figure 12.: Outcome of full compliance in year 1
Note: Screenshot of full compliance screen.
Initially, an additional ‘treatment’ was included to test whether
knowing the destination of the tax payments made a difference to
tax compliance. The treatment alternated between two cases: in the
first, students were explicitly told that taxes would be paid directly
to the Australian Taxation Office (ATO). In the second, there was no
mention of any destination for the taxes, and students were told only
that the tax they paid on their earnings would be deducted from their
accumulated wealth. After the first few sessions it became clear that
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it did not matter to the students whether the instructions were ex-
plicit about paying the tax or not (there was no effect on the final
payments). However, the ATO treatment was retained as it added
realism to the experimental setting, and also maintained social dis-
tance from the experimenter. In total, six sessions were conducted
with the ATO treatment and three sessions without, and it seems that
this aspect of the experiment is novel in the tax compliance literature.
To comply with the ethics requirements of the QuBE lab and QUT
generally (which prohibit experimenters from deceiving participants
or telling them something that is not true during the course of the ex-
periments), the taxes were actually paid to the ATO for the sessions
in which students were advised of the destination for their tax pay-
ments: a money order for a total of $469.61 was forwarded to the
ATO after completion of the nine experiment sessions.
The likelihood of audit in each round was 10 percent. There was
no endogenous audit selection rule, that is, every participant in each
round was equally likely to be selected for an audit. If students were
found to have cheated on their declared income they were fined 1.5
times the amount of tax they owed in that round (year), which was
deducted from the income earned for that round.
Figure 13.: Audit
Note: Screenshot of audit screen.
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4.2.6 Questionnaire
At the end of the 20 rounds, participants were asked to complete
the questionnaire after which they would be paid and could leave.
The students were not forced to respond to all items on the ques-
tionnaire which led to some missing data. While this is clearly not
ideal, there is a tradeoff between the decision to force responses to
questions, and the possibility of noisy data, as described by Martina
Hartner-Tiefenthaler, Silvia Rechberger & Erich Kirchler (2013, p. 182)
“[f]orced response format was chosen for all items but tax compliance
and socio-demographics to avoid reactance”.
The screenshots of the questionnaire are included in the appendix
as most variables are not used in the main analysis of this chapter,
although some of the controls are implemented as discussed in the
results section.
4.2.7 Physiological measurement
Established protocol from previous QuBE experiments was followed
when measuring HRV (Dulleck et al. 2011, Dulleck et al. 2012, Uwe
Dulleck, Markus Schaffner & Benno Torgler 2013).
One advantage of using the HRV monitor to record physiological
data is its portability, which overcomes one of the major disadvan-
tages of fMRI technology – the size of the equipment. The nature of
fMRI studies restricts the number of participants that can be involved
in an experiment, as well as limiting the interactions between par-
ticipants, where the experiment design calls for interaction (Dulleck
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et al. 2011). In contrast, small, portable HRV devices are non-intrusive
and record HRV parameters with medical levels of accuracy on a
large number of participants simultaneously (Dulleck et al. 2011).
Recording the physiological measurements of subjects as they par-
ticipate in the experiments obtains information that can be correlated
to the participant’s feelings and state during the experiment. As
noted by Dulleck et al. (2012), it is not easy to obtain accurate in-
formation regarding tax compliance, and even the voluntary post-
experiment questionnaire may not capture the full reality of a partic-
ipant’s emotions or experiences during the experiment. On the other
hand, using the experimental method enables researchers to control
for many factors and observe actual responses rather than rely on
self-reported information, even though in many cases this can be the
same as the physiological information (Falk et al. 2011). There are
advantages and disadvantages associated with using any framework,
and these were discussed with respect to laboratory experiments in
the background section.
As with previous experiments (Dulleck et al. 2011, Dulleck et al.
2012, Dulleck, Schaffner & Torgler 2013), HRV was recorded using
the Holter Medilog Digital ECG Recorder AR4. These HRV monitors
have a high sampling rate of 128Hz. The devices also measure respi-
ration rates, and have an inbuilt algorithm for detection of heartbeat.
There are several issues with measuring and recording HRV, such
as the problem of discerning the activity of the SNS and PNS from
other systems affecting respiration, temperature, and blood pressure.
In addition, measurements must contend with heterogeneity in heart
rates and heart rate variations, which can be due to medical condi-
tions; medication; age and gender (Dulleck et al. 2011); or anxiety
(Miu, Heilman & Houser 2008). An especially interesting case is the
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difference between male and female measures - “women seemingly
have a higher high-frequency power (indicating higher parasympa-
thetic tone), and lower low-frequency power (suggesting lower sym-
pathetic activity) than men” (Dulleck et al. 2011, p. 121).
Each of these cases of heterogeneity can be addressed by perform-
ing the analysis on the variations for each individual. As with Dulleck
et al. (2011) the participant group in this study is a relatively homoge-
neous group in terms of certain demographic characteristics such as
age and education level. A possible criticism of this study is that the
questionnaire did not ask whether the participants had psychological
diagnoses (such as depression or anxiety), or were on any medica-
tions. However, since the effect of anxiety and depression is reduced
activity in the parasympathetic system (Appelhans & Luecken 2006,
p. 236), and some common disease states such as hypertension and
diabetes also depress the PNS (Porges 2011, p. 65), the results may be
understated rather than overstated. Furthermore, when Dulleck et al.
(2012) restrict their analysis and investigate only the observations for
those individuals reporting medication usage, depression, headache,
and blood pressure problems, their results were similar to the out-
comes produced when using the whole sample. Thus, the omission
of this item from the questionnaire is not necessarily a serious con-
cern.
A standard time-frequency analysis approach is followed to ob-
tain the LF/HF ratio from the interpolated heart-beat data (Dulleck
et al. 2011, Appelhans & Luecken 2006). The results remain stable
over different methods (FFT, AR and Wavelet transform). Results
are reported from the wavelet transform, as it is considered the best
method for dealing with the time-frequency resolution tradeoff.
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4.3 results and econometric analysis
4.3.1 Effect of trigger on tax honesty
The bar chart in Figure 14 depicts the effect of the different treatments
on the average tax compliance ratio. From this graph, it is clear that
overall, there is a positive effect of the icon treatment on tax honesty
in the pooled sample. That is, participants in the treatment using
iconic images to trigger national pride demonstrated a higher level
of compliance relative to those in the control. This relationship is
reflected in the results of specification (1) in table 13, where a first
baseline regression is conducted to determine the average tax compli-
ance ratio for each treatment.
The results of the baseline regression indicate that the average tax
compliance ratio for the icon treatment was 9.6 percentage points higher
than the control (p < 0.001, robust s.e.). While this is the case in the
pooled sample, it is evident that the results are driven by citizenship
when the dummy for Australians is introduced in specification (2),
as discussed in the next section. Participants in the sports treatment
reported a relatively lower level (3.9 percentage points) of tax compli-
ance than those in the control, however this effect was not statistically
significant, and again, when the results are decomposed it is evident
that the change was influenced by a strong positive change from the
Australians. The average tax compliance ratio for the control treatment
was 64.3%.
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Figure 14.: Bar Chart of Tax Honesty Between Triggers
Note: Effect of treatment on average tax compliance ratio. Participants in the treat-
ment using iconic images to trigger national pride demonstrated a higher level of
compliance relative to those in the control. This graph represents the results of
specification (1) in table 13.
4.3.2 Effect of trigger and nationality on tax honesty
The purpose of this graph and the associated regression analysis is
to determine whether Australian citizens display a stronger reaction
to the treatments than non-Australians. From Figure 15, it is possible
to observe that Australian citizens in both of the treatments designed
to trigger national pride (icon and sports) reported higher levels of tax
compliance than non-citizens. However, the effect of the sports treat-
ment versus the control is small for Australian citizens (also evident
in Figure 15).
The results of specification (2) in Table 13 reflect this observation
with coefficients of 0.26 on icon treatment x australia dummy, and
0.21 on the sports treatment x australia dummy. The regression in
specification (2) interacts each treatment dummy (tr) with a dummy
for whether the participants were Australian citizens or not (australia dummy,
1 = Yes, 0 = No). The constant in this regression represents the
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average tax compliance ratio for the participants who were in the
control treatment and who were not Australian citizens (where the
treatment dummy = 0, and the australia dummy = 0). Thus, the non-
Australians in the control treatment had an average tax compliance
ratio of 66%.
The coefficient for the Australian citizens in the control treatment re-
ports a 3.9% lower tax compliance ratio than for non-Australians in the
control treatment, however the coefficient is not significant at any con-
ventional level. As the coefficient is not significant, the interpretation
of this result is that the level of compliance displayed by Australians
in the control treatment was similar to the level of compliance dis-
played by non-Australians.
Figure 15.: Bar Chart of Tax Honesty Between Triggers and Citizen-
ship Status
Note: Analysis of different response of citizenship status and treatments on tax com-
pliance. Yes = Australian citizen, No = Not Australian citizen. This graph represents
the results of specification (2) in Table 13.
In Figure 15 is clear that the Australian participants are driving the
effect in the treatments.
The first two coefficients in specification (2) of Table 13 indicate that
non-Australians in the icon treatment have 6.5% lower tax compliance ra-
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tio than in the control (s.e.=0.0287; p=0.022), and non-Australians in the
sport treatment report an 18.4% lower tax compliance than those in the
control (s.e.=0.034; p=0.000). This second result was not expected – it
was not predicted that non-Australians would be negatively affected
by the sports treatment. However, on further reflection, and particu-
larly after personal communication with Dr Larissa Conradt at Max
Planck Institute in Berlin, it seems this result is not so unusual. Non-
Australians experience the sport treatment as an adversarial situation
in which they find themselves in the outgroup. It is therefore not
surprising that they do not want to pay taxes towards the group to
which they do not belong.
For the next coefficients, (the interaction between the treatment
dummy and the Australia dummy, or i.tr x australia dummy), the re-
gressions indicate that the tax compliance ratio of Australians in the icon
treatment is 15.5 percentage points higher than the control (s.e.=0.021;
p=0.000). This result is obtained by taking the 26% from the interac-
tion of icon and being Australian, minus the 10.5% combined effect
of being Australian in the control and of being in the icon.
As for the size of the difference for Australians in the sports treat-
ment, by taking the effect of being Australian in the control (-3.9%),
and the average effect of being in the sport treatment (-18.4%), the pre-
diction is that being Australian in the sports treatment should mean
22.3% less tax compliance than in the control. However, instead a
coefficient of 21.2% is observed, and taking away the other effects, i.e.
21.2% - 22.3%, gives a result of an average 1.1% decrease in tax com-
pliance for Australians in the sports treatment (s.e.=0.026; p=0.655).
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Table 13.: Effect of treatment, citizenship, and change in LF/HF ratio.
(1) (2) (3) (4)
icon 0.0963∗∗∗ -0.0657∗ 0.0578∗ 0.0377
(5.34) (-2.30) (1.99) (0.97)
sport -0.0398 -0.184∗∗∗ 0.157∗∗∗ -0.0690
(-1.82) (-5.32) (4.99) (-1.20)
Aus -0.0395 -0.0288
(-1.54) (-0.90)
icon × Aus 0.260∗∗∗ 0.0435
(6.85) (0.75)
sport × Aus 0.212∗∗∗ 0.323∗∗∗
(4.66) (4.66)
HRV=1 0.218∗∗∗ 0.224∗∗∗
(9.04) (7.65)
icon × HRV=1 -0.0545 -0.271∗∗∗
(-1.46) (-4.88)
sport × HRV=1 -0.410∗∗∗ -0.285∗∗∗
(-9.56) (-3.98)
Aus × HRV=1 -0.0174
(-0.34)
icon × Aus × HRV=1 0.306∗∗∗
(3.88)
sport × Aus × HRV=1 -0.167
(-1.82)
Constant 0.643∗∗∗ 0.659∗∗∗ 0.570∗∗∗ 0.583∗∗∗
(51.59) (41.93) (36.28) (28.52)
Observations 2760 2760 2760 2760
t statistics in parentheses
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001
Note: HRV = 1 indicates that a relaxation effect was observed during the priming
video. This is measured by a change in the relative balance of the SNS and PNS,
suggesting that it is possible to observe an effect of the trigger on the PNS.
254
4.3 results and econometric analysis
4.3.3 Interaction of HRV with trigger and nationality
Figure 16.: Bar Chart of HRV Between Triggers and Citizenship Status
Note: Comparison of the normalised LF/HF ratio (stress indicator) before and during
the video to determine how participants react to the trigger/treatment. The blue
bars indicate the LF/HF ratio before the video, the red bars indicate the LF/HF
ratio during the video, and the green bars indicate the difference. As with the
previous figure, Yes indicates Australian citizens and No indicates non-citizens. A
negative difference in the green bars indicates that the LF/HF ratio decreased, due
to a relative change in the PNS/SNS ratio, which indicates that participants were
relaxed by the treatment.
In Figure 16 the normalised LF/HF ratio (stress indicator) is com-
pared before and during the video to determine how participants
react to the trigger/treatment.The blue bars indicate the LF/HF ra-
tio before the video, the red bars indicate the LF/HF ratio during
the video, and the green bars indicate the difference. As with the
previous figure, Yes indicates Australian citizens and No indicates
non-citizens. A negative difference in the green bars indicates that
the LF/HF ratio decreased, due to a relative change in the PNS/SNS
ratio, which indicates that participants were relaxed by the treatment.
The control treatment relaxed both Australians and Non-Australians
in a similar way, with both groups being weakly relaxed. The specific
results on the non-Australians (N=29) report that the average differ-
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ence was 0.1825, with t-stat of 1.64 and p=0.055. The Australian partic-
ipants (N=21) report a difference of 0.2025, t-stat of 1.53, and p=0.071.
On average, participants in the control treatment experienced a de-
crease in the normalised LF/HF ratio in response to the video, which
suggests an increase in the HF activity and activation of the parasym-
pathetic nervous system (PNS). As discussed in the next section, in
hindsight this is not surprising, as it is supported by other studies on
the relaxing effect of music in general, and Mozart in particular.
In the treatment designed to trigger national pride through the use
of iconic images (icon), only the Australians experienced a decrease in
the LF/HF ratio (a difference of 0.1972, p=0.044). The non-Australians
overall experienced a neutral reaction, with a tendency towards being
stressed (N=13, difference of -0.1181, p=0.36) suggesting that some
were excited by the icon treatment. Interestingly, the Australians ex-
posed to the national pride trigger of sports, on average experienced a
slight decrease in the LF/HF ratio (N=20, difference of 0.0700, p=0.16),
with the lack of statistical significance indicating that Australians ex-
perienced a neutral response to the video. However, it should be
noted that this result was on average – the next section decomposes
the results into those Australians who were excited by the video and
those who were relaxed by the sports video, finding interesting re-
sults on those Australians who were excited by the video.
The results of specification (3) in Table 13 give the coefficients
for whether the interaction of treatment and relative change in the
PNS/SNS balance increased or decreased tax compliance. The con-
trol returned an average tax compliance ratio of 57%. HRV = 1 indi-
cates the participants who experienced a relative change in favour of
a stronger PNS/SNS ratio during the video (decreased LF/HF ratio).
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On average, those who were ‘relaxed’ by the icon treatment demon-
strated a tax compliance ratio 22.1 percentage points higher than the
control, (s.e.=0.022; p=0.000). On the other hand, being in the sports
treatment and being relaxed by the trigger results in a tax compliance
ratio -3.5 percentage points lower (s.e.=0.027; p=0.198) lower than the
tax compliance in the control group. These opposing effects in re-
sponse to the two different priming triggers were not expected, and
suggests the importance of further investigating the channels through
which national pride works, the interaction with contexts, and the re-
sults of those interactions.
4.3.4 Effect of trigger and nationality and HRV on tax honesty
Combining all the treatments and measurements in one graph, Fig-
ure 17, the results are further decomposed to observe the different
levels of tax compliance according to whether the participants are
Australian or non-Australian, and also whether they were excited or
relaxed by exposure to the treatment. It is clear that both Australians
and non-Australians who were relaxed in the control treatment demon-
strated higher tax compliance. At first pass, it is not surprising that
some participants were relaxed by a neutral video set to a piece by
Mozart, although there are mixed results from studies that attempt to
prove or disprove the so-called “Mozart effect”: see Jason Burns, Elise
Labbe´, Kathryn Williams & Jennifer McCall (1999), and Christopher F.
Chabris (1999) for a discussion on the differing perspectives. On the
other hand, Jing Lu, Dan Wu, Hua Yang, Cheng Luo, Chaoyi Li &
Dezhong Yao (2012) actually compose music using EEG and fMRI
readings and find that the combined EEG/fMRI composition is closer
to Mozart than the EEG composition alone. While there may be some
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disagreement over the Mozart effect, there is evidence that listening
to Mozart can produce higher levels of psychological relaxation and
reduced stress compared with other forms of music or relaxation ac-
tivities (Jonathan C. Smith & Carol A. Joyce 2004). Norbert Jausˇovec,
Ksenija Jausˇovec & Ivan Gerlicˇ (2006, p. 2712) introduce an interest-
ing perspective by noting that certain task-relevant areas of the brain
are activated by (in their case) Mozart’s sonata, while the areas of the
brain that are irrelevant for the task are held in check. “In music,
spatial and temporal sequence information must be unified thus acti-
vating specific brain areas which might overlap with areas involved
in other cognitive processes (Janata and Grafton, 2003; Patel, 2003).
Which of the specific characteristics of Mozart’s sonata (K. 448) might
have provoked the above described changes in brain activity is still an
unsolved question. Thus, a challenging question for further research
would be: Are there certain music pieces which are beneficial for spe-
cific cognitive processes?”. This is certainly an intriguing question,
and furthermore, it is also intriguing that our participants who were
relaxed by the control video exhibited a higher tax compliance than the
participants who were not relaxed by the same video.
It is clear from the graph in Figure 17 that the Australians who
were relaxed by the icon video demonstrated a higher level of tax com-
pliance. This group is indicated by the red bar labelled A/-, denoting
Australians who experienced a decreased LF/HF ratio in response to
the treatment or trigger. A decreased LF/HF ratio suggests an acti-
vated PNS system and a state of relaxation. This result is confirmed in
the regression results of specification (4) in Table 13, which find that
Australians in the icon treatment who exhibited a decreased LF/HF
ratio demonstrated 29.4 percentage points higher tax compliance than
non-Australians in the control (s.e.=0.025; p=0.000).
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Figure 17.: Bar Chart of Tax Honesty HRV Between Triggers and Citi-
zenship Status and HRV
Note: This graph is a visualisation of Table 13, specification 4. The blue bars in-
dicate the tax compliance ratios of Australians who experienced an increase in the
LF/HF ratio. This means that their SNS was dominant. The red bars denote the tax
compliance ratios of Australians who demonstrated a decrease in the LF/HF ratio,
indicating that their PNS was dominant. The green bars are tax compliance ratios of
the non-Australians who were excited by the video, and the orange bars represent
the tax compliance ratios of non-citizens who were relaxed by the treatment.
The figure of 29.4 per cent higher tax compliance is obtained through
interpreting the regressions in Table 13, specification (4), using the
same method as employed for the regressions supporting the previ-
ous graphs. When all the other effects are accounted for, Australians
who are relaxed by the icon treatment exhibit a 29.4 percentage points
higher tax compliance than the control. This is derived by accounting
for the following effects: 3.7 from being in icon, -2.8 from being Aus-
tralian, 4.3 from being in icon and Aus, 22.4 from the condition of
HRV=1, -27.1 from the interaction of iconxHRV=1, -1.7 from the in-
teraction of being Australian and being relaxed, and 30.6 from the
interaction of being Australian, being relaxed, and being in the icon
treatment.
This effect is important, because while participants who were re-
laxed in the control group showed higher tax compliance irrespective
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of citizenship, in the icon treatment only Australians that were relaxed
showed higher tax-compliance. This is a key finding of the study.
Interestingly, the Australians with a higher LF/HF ratio (indicating
an activated SNS) in the sports treatment also demonstrated higher
tax compliance. This group is denoted by the blue bar, A/+, indicat-
ing Australians whose LF/HF ratio increased in response to the sport
video, meaning therefore that their LF activity was higher. This effect
is important, because while participants who were relaxed in the con-
trol group showed higher tax compliance irrespective of citizenship, in
the sport treatment, Australians who were excited showed higher tax
compliance. This is another key finding of the study.
While the initial expectation was that both national pride triggers
(sport and icon) would affect tax compliance in Australians, it was not
expected that the study would find the same outcome of increased
tax compliance activated through different (and opposite) channels.
However, from an ingroup/outgroup or even a biological perspec-
tive, the results are easily understood. Australians have been so-
cialised through exposure to these iconic landscape images, and when
presented with this video set to the national anthem, are able to recog-
nise the images and music as belonging to their ingroup. They are
part of the group this video represents, and thus their neuroception
in orienting to this environment would assess that the environment
is safe, activating their PNS and allowing relaxation, and social en-
gagement behaviours, which could account for the increased tax hon-
esty/tax compliance. Non-Australians are not part of this ingroup so
do not feel any socialised prompt to contribute to the group.
On the other hand, the sport treatment activated the SNS in Aus-
tralians, with the neuroception assessing a challenging situation, re-
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gardless of the fact that Australia was winning in all scenarios pre-
sented. The physiological response was still one of reaction to a chal-
lenge, with increased SNS activity. Australians who were excited by
the video exhibited higher tax compliance/tax honesty, suggesting
there are at least two different channels through which national pride
and national identity may be activated to invoke the ingroup belong-
ing and encourage increased tax compliance. That is, increased tax
compliance is correlated with increased PNS activity, and increased tax
compliance is also correlated with increased SNS activity. The results
of this study have not found only one possible physiological marker
of national pride, but potentially have identified two such markers.
In specifications (1) and (2) of Table 14, the way in which citizenship
and HRV = 1 influences tax compliance is anlaysed, investigating only
the effect of the icon treatment (that is, excluding the effects of being
in the sports treatment). The results from specification (2) confirm that
being Australian, in the icon treatment, and experiencing a relative
change in the PNS/SNS balance such that HRV = 1, on average is
related to a 29.4 percentage point increase in tax compliance ratio with
respect to the control.
Specifications (3) and (4) of Table 14 analyse the interaction be-
tween being Australian and being in the sports treatment and the influ-
ence on tax compliance ratio. In specification (3), the combined effect
of being Australian (-3.9) and the effect of being in the sports treat-
ment (-18.4) would predict an interaction of -22.35 percentage points;
however, the effect is 21.2 percentage points.
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Table 14.: Increased tax compliance through two different channels.
(1) (2) (3) (4)
icon=1 -0.0657∗ 0.0377
(-2.30) (0.97)
Aus -0.0395 -0.0288 -0.0395 -0.0288
(-1.54) (-0.90) (-1.54) (-0.90)
icon=1 × Aus 0.260∗∗∗ 0.0435
(6.85) (0.75)
HRV=1 0.224∗∗∗ 0.224∗∗∗
(7.66) (7.65)
icon=1 × HRV=1 -0.271∗∗∗
(-4.88)
Aus × HRV=1 -0.0174 -0.0174
(-0.34) (-0.34)
icon=1 × Aus × HRV=1 0.306∗∗∗
(3.88)
sports=1 -0.184∗∗∗ -0.0690
(-5.32) (-1.20)
sports=1 × Aus 0.212∗∗∗ 0.323∗∗∗
(4.66) (4.66)
sports=1 × HRV=1 -0.285∗∗∗
(-3.98)
sports=1 × Aus × HRV=1 -0.167
(-1.82)
Constant 0.659∗∗∗ 0.583∗∗∗ 0.659∗∗∗ 0.583∗∗∗
(41.93) (28.53) (41.93) (28.52)
Observations 2140 2140 1820 1820
t statistics in parentheses
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001
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4.3.4.1 Control variables
In line with the usual results on gender, this study finds that women
are more compliant than men, reporting from 23% in specifications (1)
and (2) in Table 15 up to around 31% higher tax compliance in specifi-
cations (3) and (4) in Table 15. Dulleck et al. (2012) and other studies
that find women are more compliant than men. The results on age are
also in line with previous studies (Andreoni, Erard & Feinstein 1998):
this study finds that increased age is positively related to tax com-
pliance, however the coefficient is not very large and is only statis-
tically significant over specifications (2), (3), and (4) in Table 15. In
addition, these results should be treated carefully as the group was
relatively homogeneous with respect to age, with 75% being 23 and
under. Benno Torgler (2006) finds that a higher level of churchgo-
ing behaviour is related to higher levels of tax morale 11. To analyse
this aspect the variable relig was recoded so 0 captures all those re-
spondents who “never” or “rarely go to church”, and 1 represents
the participants who attend anywhere between “sometimes” or “up
to weekly”. The results find a positive and statistically significant ef-
fect of churchgoing on tax compliance, with tax compliance being 13
percentage points higher among the group that attend church.
As the participant pool was drawn from university students, it is
not possible to analyse the results according to which sector or pro-
fessions are the most compliant. Hence, as a proxy for profession, the
course of study is used. Most participants were Business students, with
32.85% of participants, whereas Engineering had 14.6% and Finance
had 16.06% of participants. In comparison to the reference group of
Economics, those studying Business, Building and Planning, Creative
Industries, Finance, and Health and Community report a lower level
11 See also Dulleck et al. (2012) and Torgler & Schneider (2007b)
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of tax compliance. Interestingly, those studying Law and Justice re-
port a higher level of tax compliance than Economics students. The
majority of participants in this study (88 per cent) were undergrad-
uate students, with 12 per cent being post graduate students. The
results indicate that postgraduates (degree = 2) are far less compliant
than undergraduates, (p < 0.001, robust s.e.). Most participants re-
ported disposable income of between $50-$200 per week (37% at $50,
29% at $100, and 21% at $200) with a total of 87% of respondents
in this income range. The regression results in specifications (3) and
(4) in Table 15 indicate that a higher level of disposable income is
negatively related to tax compliance.
While performance at uni is a self reported measure obtained from
our questionnaire, it is nonetheless interesting to investigate as Dul-
leck et al. (2012) report that higher levels of cognitive skills are related
to higher levels of tax compliance. However, the results of the regres-
sions in Table 16 indicate that a higher self reported performance at
university is negatively correlated with tax compliance in this study.
In addition, self reported tax morale from the questionnaire is an in-
teresting variable. Dulleck et al. (2012) find that self reported tax
morale and actual tax compliance are strongly correlated in their study.
The variable on self reported tax compliance was recoded so that 1 =
represents a response that cheating on taxes is never justifiable, and
all other responses were coded to 0 to indicate that the respondents
think that tax cheating is justifiable at least sometimes. The results
indicate that self reported tax morale is positively related to the actual
tax compliance in the experiment, but is only statistically significant
(p < 0.001, robust s.e.) in specification (2) of Table 16.
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Table 15.: With controls.
(1) (2) (3) (4)
icon=1 -0.0478 0.129∗∗ -0.0611∗ 0.0672
(-1.68) (3.14) (-2.11) (1.38)
Yes 0.00875 0.0582 -0.115∗∗∗ -0.0743∗
(0.35) (1.88) (-4.08) (-2.21)
icon=1 × Yes 0.193∗∗∗ -0.0592 0.197∗∗∗ -0.0257
(5.11) (-1.03) (4.94) (-0.41)
age 0.00235 0.00474∗∗ 0.0137∗∗∗ 0.0154∗∗∗
(1.34) (2.76) (6.13) (7.13)
gender==2 0.233∗∗∗ 0.244∗∗∗ 0.321∗∗∗ 0.326∗∗∗
(13.17) (13.66) (16.89) (16.05)
hrvD=1 0.291∗∗∗ 0.357∗∗∗
(9.27) (10.98)
icon=1 × hrvD=1 -0.424∗∗∗ -0.359∗∗∗
(-7.35) (-5.63)
Yes × hrvD=1 -0.130∗ -0.0935
(-2.46) (-1.51)
icon=1 × Yes × hrvD=1 0.434∗∗∗ 0.354∗∗∗
(5.57) (4.04)
relig 0.127∗∗∗ 0.130∗∗∗
(6.85) (7.03)
course==Building and planning -0.0731∗ 0.0831∗
(-2.13) (2.04)
course==Business -0.239∗∗∗ -0.144∗∗∗
(-8.32) (-5.32)
course==Creative Industries -0.122∗∗ -0.0549
(-2.84) (-1.18)
course==Engineering -0.00914 0.101∗
(-0.24) (2.42)
course==Finance -0.109∗∗ -0.0329
(-3.26) (-0.94)
course==Health and community -0.277∗∗∗ -0.291∗∗∗
(-5.15) (-6.01)
course==Information technology -0.111∗∗ -0.0506
(-2.72) (-1.38)
course==Law and justice 0.134∗∗ 0.226∗∗∗
(2.89) (4.18)
degree==2 -0.219∗∗∗ -0.193∗∗∗
(-6.64) (-6.25)
disposableincome -0.000387∗∗ -0.000260∗
(-3.20) (-2.36)
Constant 0.241∗∗∗ 0.0708 0.438∗∗∗ 0.164∗∗
(4.72) (1.34) (8.70) (3.05)
Observations 2140 2140 1680 1680
t statistics in parentheses
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001
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Table 16.: With further controls.
(1) (2)
icon=1 0.100∗
(2.58)
Yes -0.00813 -0.0455
(-0.25) (-1.41)
icon=1 × Yes -0.0533
(-0.95)
hrvD=1 0.199∗∗∗ 0.178∗∗∗
(6.14) (5.26)
icon=1 × hrvD=1 -0.293∗∗∗
(-5.27)
Yes × hrvD=1 -0.0695 -0.0294
(-1.32) (-0.55)
icon=1 × Yes × hrvD=1 0.391∗∗∗
(5.08)
age 0.00516∗∗ -0.0127∗∗∗
(2.81) (-5.70)
gender=2 0.207∗∗∗ 0.0843∗∗∗
(10.83) (3.81)
perfuni -0.211∗∗∗ -0.106∗∗∗
(-12.38) (-4.76)
taxcomp 0.0391 0.172∗∗∗
(1.39) (6.07)
benefitcomp 0.107∗∗∗ 0.0276
(3.55) (0.86)
bribecomp 0.0291 0.0478
(1.40) (1.74)
littermorale -0.105∗∗∗ -0.129∗∗∗
(-4.81) (-4.13)
drinkcomp -0.0321 0.0760∗∗
(-1.70) (2.88)
politic 0.0159 -0.0299∗∗
(1.51) (-2.66)
sports=1 0.00770
(0.12)
sports=1 × Yes 0.219∗∗
(2.88)
sports=1 × hrvD=1 -0.326∗∗∗
(-4.27)
sports=1 × Yes × hrvD=1 -0.0262
(-0.26)
Constant 0.251∗∗∗ 0.823∗∗∗
(4.14) (11.59)
Observations 2020 1760
t statistics in parentheses
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001
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4.3.5 Limitations
This is a relatively small N study, and the reported relationships are
not stable when conducting regressions that cluster observations over
individual. One particular limitation of this study is that it is con-
ducted using only students; perhaps it would be preferable to have
a greater cross-section of the taxpaying public for such an analysis.
However, as the analysis is conducted on physiological changes in re-
sponse to a psychological framing device, these results are arguably
quite robust. A particular improvement that could be made to fu-
ture sessions of the experiment is the addition of better questions in
the post-experimental questionnaire to obtain a better picture of the
participant perceptions of the national pride and national identity.
In addition, the analysis did not differentiate between male and fe-
male responses in the groups. This could possibly link the difference
in responses to the sport treatment and is worth further investigation
in future.
4.4 conclusions
Tax compliance is an interesting topic as it fundamentally affects the
ability of a government to collect the revenue necessary to provide the
services and infrastructure we require in a “civilized society”. From
this perspective, the willingness to pay taxes is of crucial importance
to policymakers, and identification of the factors which increase com-
pliance is the topic of a thriving research agenda. Based on the analy-
ses conducted in this chapter, it seems possible that certain methods
of socialisation might trigger certain physiological processes that are
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related to national pride, thereby increasing the level of tax compli-
ance in some citizen taxpayers. However, not all citizens react in the
same way to the same treatment, so national pride could be important
for taxation only if people subscribe to the concept.
Following the broad analysis of national pride and compliance be-
haviour conducted in Chapter 3, this study has narrowed its focus
to a localised experiment to test the relationship between national
pride and tax compliance. Using psychological framing and measur-
ing heart rate variability, the study found evidence of a link between
activated national pride and tax compliance, which is a valuable fol-
low up from the survey results of the previous chapter. Of course,
each type of empirical instrument has its own limitations, therefore
this thesis uses several different approaches, from the broad study
in Chapter 3, to the specific study in this chapter, to the behavioural
study in Chapter 5. Each of the empirical studies enable alternative
perspectives on the consequences of national pride. One of the inno-
vations of this chapter is its use of heart rate variability (HRV) mea-
surement in a standard tax compliance experiment in order to explore
national pride and as a way of obtaining an external visualisation of
national pride.
The results of this study indicate that both Australians and non-
Australians who were relaxed by the control video (Mozart and iTunes
visualisations) exhibited higher tax compliance. Australians demon-
strated higher tax compliance when they were relaxed by national
icon images and the national anthem (low LF/HF ratio), experiencing
a PNS dominant reaction to the psychological framing. As discussed
in the background and literature section, familiar faces or voices can
encourage a neuroception or orienting evaluation of a safe environ-
ment. It is also possible that familiar music and images could pro-
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mote this neuroception of safety, due to priming from the national
anthem included in the experiment videos. Australians also reported
higher levels of tax compliance when they were excited by images
of sporting victories set to the national anthem (high LF/HF ratio),
which suggests two different pathways for the expression or activa-
tion of national pride. It also suggests that the results are not due
only to the propensity of more easily relaxed individuals to be more
compliant.
Initially, this study was looking for a physiological marker of the
emotion of national pride, but how has evidence of two channels
through which national pride affects the individual and their emo-
tions. That is, there are two different sets of physiological measure-
ments or patterns of responses that could be correlated with the
psychological phenomenon of national pride. Obtaining these type
of measurements may eventually serve the same purpose as the es-
tablished correlation between increased heart rate, release of cortisol,
and anxiety. In future, if a person experiences certain externally mea-
sured physiological responses, there might be a clearer idea regard-
ing the internal processes. This raises the possiblity of glimpsing the
link between emotions and actions (or possibly even motive and be-
haviour), by observing the neurophysiological correlates of attitudes
or emotions using data obtained from devices such as heart rate mon-
itors. As Porges (2011, p. 76) notes: “...whether we are talking about
feelings, emotions, states, or moods, we are always attempting to de-
scribe the internal states that are continuously being monitored and
regulated by the nervous system”. As these internal states change, as
they are monitored and regulated by the nervous system, they pro-
duce physiological markers that can be measured externally.
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This chapter has suggested that identifying with an ingroup at the
national level is important for tax compliance, an observation that
is in line with the assessment that “[t]axpayers identities affect their
commitments and solidarities, their endorsement of certain values
and goals, their internalization of social norms, and their emotions
and motivations” (Wenzel 2007, p. 31). The HRV data is analysed
with respect to the observed tax compliance behaviour, which is an
important innovation, as it permits investigation of the links between
identity, emotions, attitudes, morale, and tax compliance. It may be
that these links and factors ask of different policy responses than does
a rational utility maximising or economics of crime framework. On
this topic, Wenzel (2007, p. 45) draws direct implications for the tax
authorities: “...social identity, specifically a sense of inclusion, can
provide considerable leverage for compliance... regulators should be
aware that whatever regulatory actions they take these could have
negative side effects on peoples sense of identity and thus undermine
compliance levels. Taxpayers who are found to define themselves pri-
marily in inclusive terms... are more likely to feel commitment to the
tax system... Regulators should nurture and harness this commitment
through cooperative and educational approaches”.
However, increasing tax compliance is not as simple as increasing
taxpayer exposure to images or psychological priming devices such
as the video treatments employed in this study. The collective social
memory of the downside of excessive nationalism may have faded in
the past few decades, but even if the dangers inherent in government
sponsored nationalistic displays are forgotten, Wenzel (2007, p. 46)
believes that any cynical manipulation of the inclusive identity would
quickly be seen as an “insincere means of control, and this, as with
other forms of coercion, will likely be attributed to an outgroup” 12.
12 Taylor & McGarty 2001 cited in Wenzel (2007)
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4.4 conclusions
There are several promising directions for future research in this
area. Firstly, further repetitions of the experiment would increase N
and possibly allow for a robust clustering over individual. It would
also be interesting to adapt the experiment for testing in different
countries as each nation has a slightly different way of expressing
national pride, keeping in mind that “consequences of flag exposure
are not unidirectional in all countries but rather depend on the social
context and the concepts people associate with the flag and other
national symbols” (Becker et al. 2012, p. 5). In addition, a better
exploration of the socialisation process through analysing different
people who have been in Australia for differing lengths of time would
contribute to an understanding of how individuals acquire the rules
and shortcuts for use in certain contexts (e.g. be a good citizen in the
national pride context).
It would also be interesting to follow a longitudinal approach, track-
ing individuals before and after they become Australian citizens to
determine whether there is any measurable difference in their tax
compliance behaviour or in-group identification. Other future direc-
tions for research could include the use of a more representative cross-
section of the taxpaying public, as a cross-check on the validity of the
results. Furthermore, analysing the difference between people who
construct their identity at the state, regional, local, or family level in a
way that is stronger than the national identity would lead to valuable
insights, as would an experiment in an area with a strong separatist
movement. In addition, it would be interesting to test whether the re-
lationship holds over time, or whether the effect of the national pride
psychological framing is immediate (this would require participants
to wear the HRV monitors for longer periods). In sum, this is likely
to be a rich field of research endeavour for some time in the future.
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The next chapter offers an additional perspective on the expression
of national pride and national identity, adding another side to this
multipronged analysis of the consequences of national pride. While
Chapter 3 offered a broad, international study of a very large sec-
ondary survey dataset, and this chapter (4) then narrowed that study
into a specific analysis of activated national pride and tax compliance,
Chapter 5 will look at the potential for national pride and national
identity to change behaviour in a high-stakes situation. The next
study uses a natural experiment setting to examine whether loyalty
to an identity influences migration behaviour in post-reunification
Germany.
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N AT I O N A L P R I D E I N R E L AT I O N T O T H E S TAT E
Conflicts of loyalty are especially important during times of rapid social
change and when the state feels threatened from within and without. Dur-
ing such times, individuals are uncertain of the intentions and the reliability
of others, and the old patterns of belief and affiliation conflict with the new
patterns that are emerging.
Schaar (1968, p. 468)
Following the analysis in the previous two chapters regarding in-
dividual attitudes to national pride and compliance decisions, and
the willingness to go to war or the exclusion of outsiders from the
outgroup, this chapter now turns its attention to the question of the
relationship between national pride, national identity, and loyalty to
features of the state in which the citizens live. This is a shorter ex-
ploratory study on emigration behaviour after German reunification
that will benefit from future research. In 1989 the national context
changed dramatically, altering the national identity from a divided
Germany to a united German identity (Mu¨ller 2007). This provides a
natural experiment setting in which to analyse the effect of a sudden
external change to identity. Using a multiple pooled cross-sections of
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the longitudinal data available in the German Socio-Economic Panel
(GSOEP), the study analyses outmigration behaviour in the years di-
rectly after the fall of the Berlin Wall. While it is true that identity can
change, the pace of change is arguably a lot slower than the sudden
and unexpected shifts experienced in the few years after 1989. As
this dataset does not provide information on self-reported levels of
national pride, the analysis instead tests whether the related concept
of loyalty (measured by activities that demonstrate affiliation with
East German identity) had any impact on outmigration decisions im-
mediately following the reunification of Germany.
5.1 background
On November 9 1989, the Berlin Wall was opened, marking the start
of a process that over the past 25 years has reunited a country di-
vided by more than just a wall. Living under very different regimes
and with different identities since the military division of the country
(Stephen J. Redding & Daniel M. Sturm 2005), West and East Ger-
many stood at the border between capitalism, democracy, and the
West on one side; and a command economy, socialism and the old
Soviet world on the other (Kim & Robertson 2002). Between 1961
and 1989, movement between East and West Germany was extremely
dangerous, with a heavily fortified border that stretched the length
of the country, and at which 938 people are believed to have been
killed while attempting to move between the sides (Thomas Spijker-
boer et al. 2007). Once the Wall was down, there was no longer any
risk to movement, and people could travel freely. This raises the ques-
tion as to what would keep people in the East when there were better
conditions available in the West. Indeed, immediately following the
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fall of the Wall, several thousand people quickly moved from East to
West, seeking better opportunities and leaving behind the restrictions
of the East for a new life in the West.
However, after the first rush of movement, the emigration tapered
off and total figures indicate that by the end of 2007, “cumulative
net migration amounted to 1.7 million persons. This relates to a re-
markable share of 10.3% of the original East German population at
the beginning of 1989” (Sascha Wolff 2009, p. 4). Thus, while ap-
proximately 10% emigrated, the majority of East Germans were not
willing to relocate and leave behind their old identity. As pointed out
by Nicola Fuchs-Schu¨ndeln & Matthias Schu¨ndeln (2009), for policy
reasons it is important to consider the reasons most East Germans
stayed, as there was and still is a very real concern about depopula-
tion of certain areas of East Germany. This study suggests that one
of the reasons East Germans may have chosen to stay is a desire to
maintain connection to the East German identity and culture that
was so rapidly replaced with West German social, economic, and
political institutions following the collapse of the Berlin Wall. Writ-
ing seven years after the reunification, Ockenfels & Weimann (1999,
p. 277) note that many people in the eastern part of the country “miss
the solidarity and cooperative spirit which developed in times of dic-
tatorship”, a phenomenon in the old East Germany called “Ostalgia”
(Oana Godeanu-Kenworthy 2011). In the absence of data on identity
and feelings of belonging to East or West or the united Germany, this
study uses the related concept of loyalty to establish the characteris-
tics of East Germans who who did not move after the fall of the Wall.
The innovative aspect of this research is the ability to observe actual
behaviour under real conditions, and the potential to identify who
maintained a closer connection to their old identity. The results in-
dicate that age, education, employment status, and political interest
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all have significant effects on the decision to emigrate, measured by
actual emigration behaviour from East to West.
5.2 literature
5.2.1 Loyalty
Building on the results the previous studies, which reflected attitudes
or emotions attached to national pride, the present study now anal-
yses the loyalty effect of national pride. Loyalty can still be cate-
gorised as an attitude, but it arguably comes close to being a moral
value. Loyalty can be defined as follows: “a feeling of attachment to
something outside of the self, such as a group, an institution, a cause,
or an ideal” (Schaar 1968, p. 484). Furthermore, “loyalty occupies the
ground between patriotism and obligation” (Schaar 1968, p. 484). The
author then elaborates, describing loyalty as something that is not as
passionate, is more rational, and less downwardly comparative than
patriotism; yet it is “warmer, less rational, and more comprehensive
than obligation”.
Albert O. Hirschman (1970) suggests that loyalty is not at all irra-
tional, and in fact it can serve a socially useful purpose when there
is no barrier to exit (as was the case with the fall of the Wall). The
presence of loyalty can ameliorate the degree of social deterioration
that might otherwise occur when all are free to leave. Specifically, if
people remained loyal to East Germany when the barriers to emigra-
tion were removed, this prevented the total abandonment of the east
in 1989–1990. Reflecting on the use of his theory of voice and exit
in the analysis of the unification of Germany, Albert O. Hirschman
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(1993) concludes that exit does not require any coordination with oth-
ers in order to express voice, it is a private act, and a private good,
in that nobody can do it for you, and thus there is no free-riding.
Whereas voice is a public activity, so “those unburdened by feelings
of loyalty will be prone to exit, while the loyalists will resort to voice”
(Hirschman 1993, p. 197).
The attachment and loyalty that individuals feel with respect to
their group strengthens their definitions of themselves, and are cru-
cial to a sense of identity and belonging (Daniel Druckman 1994).
Furthermore, loyalty and identification at the national level fulfils a
range of basic psychological needs, listed by Druckman (1994, p. 44)
as “economic, sociocultural, and political needs, giving individuals a
sense of security, a feeling of belonging, and prestige”. Schaar (1968)
defines loyalty as emerging from a social matrix, which aligns with
the discussion provided in previous chapters (see Chapter 1, 3, and 4)
on the formation of national pride and the process of group identifi-
cation, socialisation, and internalisation of norms (see Aronson (1976)
on internalisation of norms). In addition, Schaar (1968) describes loy-
alty as a group identification; which also aligns with previous discus-
sions in Chapter 1 regarding the relationship between national pride
and national identity – when a person identifies themselves with the
group, they perceive the good of the group to be inextricably con-
nected to their own interests (Simon 1983). Those who stayed in East
Germany may have been so strongly identified with the old national
identity that they chose to stay in a state of lower opportunities in or-
der to retain congruence with their personal identity, constituted with
reference to the existing national identity (as discussed in Chapter 1).
Simon (1997, p. 295) describes this as an undesirable effect of iden-
tification, as it restricts the set of values across which an individual
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makes a decision. Identification blinkers the actor so that only val-
ues with which he or she identifies himself or herself are considered
in the decision making process. It is possible such an effect was acti-
vated by the sudden reunification and supplanting of Eastern identity
by the Western identity (discussed in the next section). As noted by
Schaar (1968, p. 485): “...loyalty is the ordinary condition. Although
political loyalties are not prominent for most people most of the time,
they are there in the background and can be evoked by the appro-
priate stimuli”. For two generations of the citizens of East Germany,
identity was deliberately generated through propaganda and govern-
ment communication, thus they would have found themselves in a
permanent state of stimulus (Kim & Robertson 2002, p. 8).
While this chapter focuses on a high-stakes decision of emigration
from East to West Germany, there are other situations in which main-
taining loyalty to the national identity can be observed. A slightly
more trivial example is observed in the airline industry. A change
in the airline industry during 1995 saw a reduction of barriers to US
and Canadian airlines serving the two previously separate markets.
This change made it possible for Canadians to choose (for the first
time) not to use Canadian-owned airlines. Edward R. Bruning (1997)
examines the role of national loyalty and the effect of country of ori-
gin on decisions regarding which airline to use. Again, this is slightly
less serious than the reason to emigrate from East to West Germany
but still has the elements of newly opened borders, the availability of
choice, and the potential for improving material welfare (in this case,
through lower airfares). Bruning (1997, p. 60) propose that “one’s felt
‘national loyalty’ impacts on international airline choice”, discussing
the “country-of-origin” effect and its impact on consumer decision
making. The national loyalty effect is a result of “socio-psychological
processes” that are activated in response to a “country-of-origin” cue,
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the influence of which depends on “whether the cue supports one’s
in-group identity” (Bruning 1997, p. 61).
The study on national loyalty in airline choice profiles four differ-
ent variables: sex, income, flying frequency, and occupation, finding
that the national loyalty effect is second only to price effect. Interest-
ingly, Bruning (1997, p. 69) concludes that “[o]ne explanation for the
occurrence of the willingness to trade off carrier loyalty in favour of
more individual benefits is rooted in the nature of North American
culture which is very much dominated by a market-based exchange
system. Cultures which extol individualism will place fewer social
obligations on consumers to think of the broader society in their pur-
chase decisions than one emphasizing social reciprocity (Blau, 1964).
Therefore, individual self-enhancement becomes a dominant basis of
evaluation”. Taken in the context of the current study, this conclusion
suggests that in a culture which is less individualistic (such as East
Germany immediately after the fall of the Berlin Wall), there might
be some unwillingness to abandon a homeland, with all its shared
national symbols and culture, in order to seek individual benefits.
5.2.2 Reunification
While the reunification of Germany was initially met with euphoria
and optimism, which can be measured by an increase in life satisfac-
tion for both East and West Germans (Paul Frijters, John P. Haisken-
DeNew & Michael A. Shields 2004), what was intended to be a pro-
cess of blending the two Germanies has now been described as form
of “colonization” (Godeanu-Kenworthy 2011, p. 162) of the East by
the West. The citizens of East Germany had to adapt to completely
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new ways of social interaction, a new economic structure, and a new
identity – which simultaneously negated the validity of their own
existing identity. Godeanu-Kenworthy (2011) describe this as a pro-
cess of forgetting, marginalising, and ignoring East German culture,
to the extent that pre-unification East German identity, values, and
world view were rendered irrelevant and were in danger of being
completely lost. This created great difficulty for East Germans in
building any identity or future that was not pre-defined by the terms
of the liberal capitalism imposed by the West. Kim & Robertson (2002,
p. 7) discuss these problems with reunification, stating: “Two genera-
tions of distinctly different socialisation patterns within distinct polit-
ical cultures could not be so easily overcome as in the transplanting
of democratic institutions into a territory built on a totally alien set
of symbols and national identity markers”.
After the optimism of 1990 which assumed a shared national iden-
tity, the realisation began to emerge that the identities were in fact
very different. Writing ten years after unification, Kim & Robertson
(2002, p. 6) note the pervasive differences between East and West Ger-
mans with respect to trust of institutions, optimism about life, and
even the general feeling that life is good. They suggest that “German
unification is best understood as a formative moment defined by the
request for and supply of new political institutions and national iden-
tities” (Kim & Robertson 2002, p. 8). The German government tried
to answer that request through construction of constitutional patri-
otism, a concept born in post-1989 Germany (Mu¨ller 2007). Kim &
Robertson (2002, p. 10) argue that rather than a shared building of
institutions and symbols, there was a move for rapid unification via
“simple imposition and adoption of Western institutions in the East”.
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Hobsbawm (2009, p. 168) suggests that the problem lay with the ori-
gin of the change: “No doubt, among all their doubts and uncertain-
ties about the future, most Germans welcome the unification of the
two Germanies, but its very suddenness, and the patent lack of seri-
ous preparation for it, demonstrate that, whatever the public rhetoric,
it was the by-product of unexpected events outside Germany”. This
lack of ownership over the origin and process of reunification very
likely affected the migration decisions, particularly of the strongly
loyal and highly identified East Germans. Twelve years ago, Kim &
Robertson (2002) claimed that the issue of national identity was at
the heart of the dissatisfaction in the East with the unified Germany.
This is a strong claim, as even in 1997, important economic variables
such as wages were lower and unemployment was higher (Frijters,
Haisken-DeNew & Shields 2004) – the hoped-for convergence had not
eventuated. Furthermore, Frijters, Haisken-DeNew & Shields (2004,
p. 666) find a “genuine satisfaction gain from living in West Germany,
which is independent of the possible associated changes in income
and other variables”. Thus, it is interesting to analyse the characteris-
tics of the loyal East Germans who did not emigrate.
5.2.3 Migration
The reunification of Germany and the subsequent migration flows
represent one of the most significant phenomena in German history
(Fuchs-Schu¨ndeln & Schu¨ndeln 2009), and the extent of migration
reached such levels as to raise concerns about the depopulation of
East Germany. Wolff (2009) identifies five main waves of migration
in Germany, the first being a significant outmigration from East to
West in 1989 and 1990, and suggests that these were mainly politically
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motivated. There are several theories on migration (aside from polit-
ical reasons), suggesting different rationales behind the decision to
move, such as a cost–benefit calculation or the existence of networks
in the target country1. Regardless of the theory employed, previous
literature indicates that it is normal to observe a degree of migration
particularly among the young and the highly skilled (Glorius 2010).
In a study of internal migration, (Glorius 2010) finds that the labour
market is the primary motive for migration, with 12% and 25% of mi-
grants moving within one year of graduating from school and tertiary
education respectively. Wolff (2009) finds that the income difference
between East and West Germany was a significant explanatory vari-
able in the decision to move, because while incomes rose rapidly after
unification, the average incomes of East Germany have never reached
parity with those of West Germany. The East has continued to suffer
significantly higher unemployment rates – after unemployment rates
increased post-unification due to a decrease of production in East
Germany, which only worsened after 1995 (Frank Heiland 2004). Un-
employment has been positively indicated in the propensity to move
(Fuchs-Schu¨ndeln & Schu¨ndeln 2009). Further explanatory variables
identified in Wolff (2009) were age, a higher level of qualifications, a
lower risk aversion, and the ability to access better infrastructure in
the West. Using a human capital approach to analysing migration,
Wolff (2009) explains that younger people are more likely to move as
they have a longer expected time span to benefit from the migration
than do older people. In addition, those with higher levels of educa-
tion have a lower cost of collecting information and can thus mitigate
the risks involved with migration. It is expected that those with poor
health and disability also experience an impediment to moving.
1 For a discussion on migration theories see Birgit Glorius (2010)
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The economic cycle is another factor that has been implicated in
the decision to move from east to west : between 1992 and 1994
Germany (like the rest of Europe) experienced a recession that re-
duced employment opportunities in the West and may have discour-
aged East Germans from leaving their homes (Heiland 2004). How-
ever,“outmigration was highest in 1989-1991, bottomed in 1996-1997,
and increased until 2001” (Heiland 2004, p. 178) so the recession in
West Germany did not coincide with the lowest point of migration.
5.3 data and methodology
The GSOEP is a longitudinal panel dataset, started in the 1980s to
facilitate academic research, social monitoring, and to contribute to
formation of public policy (Ju¨rgen Schupp & Gert G. Wagner 2002).
The data have been collected each year since 1984, however East Ger-
mans were not included until after reunification. The first sample of
respondents from East Germany were included in June 1990 to cap-
ture the effect of the significant social and political changes that were
taking place in the country. Thus, this sample was taken before the
monetary, social, and economic unification (Schupp & Wagner 2002).
The dataset is representative, is conducted on a total of around 11
000 households, and adds subsamples when it is recognised that an
important part of the German society has not been included: for ex-
ample, a subsample (B) of immigrants was added to account for the
significant level of immigration since 1984. Participation in GSOEP
is voluntary and the respondents are rewarded only with a small gift
and a lottery ticket. The advantage of GSOEP is that it follows the
same people over time, and allows identification of where East Ger-
man residents lived before reunification: thus it is possible to elimi-
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nate those who moved from West to East and then to West Germany
again.
While the entire GSOEP is a longitudinal panel, the data analysed
in this chapter is comprised of multiple cross-sections formed into a
pooled sample of years 1990–1995. This is because the main focus in
this study is on the decision to emigrate or to stay during the period
immediately after the fall of the Berlin Wall. The time dimension is
of less importance than the outmigration behaviour.
The reunification of Germany provides a unique natural experi-
mental setting, as the event was not expected (Redding & Sturm 2005),
it happened quickly (Frijters, Haisken-DeNew & Shields 2004), the
country had a shared history up until the end of World War II, still
had a shared language (Ockenfels & Weimann 1999), and the insti-
tutions and democracy of the West were quickly transplanted to the
East2. Owing to these characteristics of the context, it is possible to
avoid the usual problems with cross-cultural studies due to different
‘types’ of people (Ockenfels & Weimann 1999) in different cultures or
countries which affects generalisability of results: “... for methodolog-
ical reasons, the identification of cultural influences is very difficult,
particularly in the case of observed behavior” Ockenfels & Weimann
(1999, p. 276).
The study analyses a period of five years after reunification, from
1990 – 1995, as this is the period in which most East-West migration
took place (Frijters, Haisken-DeNew & Shields 2004), and it is the pe-
riod of time in which it would be expected that East Germans would
move if they did not feel a strong loyalty to their side of Germany.
The dependent variable employed in the analysis measures whether
2 Some say too quickly: see Kim & Robertson (2002)
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the respondent moved East to West (coded 1 = moved, 0 = did not
move).
When deciding how to treat a binary dependent variable, there is
a certain level of disagreement in econometrics and in the empirical
literature regarding whether Ordinary Least Squares (OLS) or pro-
bit is the correct model to use. Conducting an OLS regression on a
binary dependent variable is a special case termed the Linear Proba-
bility Model (LPM). The primary econometric concern with the LPM
is that in a model with a dichotomous dependent variable and fixed
regressors, the errors are heteroskedastic (Eric Noreen 1988, Angrist
& Pischke 2008). If error terms are heteroskedastic then using LPM
will produce inefficient estimators (Hamid Seddighi 2013). However,
Angrist & Pischke (2008) suggest that the heteroskedasticity problem
is only an issue if the standard errors are significantly different; for
example, over a 30 percent increase or a large decrease.
Seddighi (2013) cite a further problem with LPM: it assumes all
increments of change in explanatory variables are equal in size, which
is not realistic. As Wooldridge (2010) points out, in reality, this cannot
be true, as a continual increase of xj would result in a conditional
probability of less than 0 or greater than 1. Jeffrey M. Wooldridge
(2012, p. 594) explains further: “The biggest difference between the
LPM model and the logit and probit models is that the LPM assumes
constant marginal effects... while the logit and probit models imply
diminishing magnitudes of the partial effects”. The LPM may be
appropriate if one is satisfied that everything on the right hand side
is linear, but this is not likely to be the case.
A major advantage of the LPM is that it is easy to estimate, and
coefficients are easier to interpret than coefficients on a probit estima-
tion, especially as probit requires the calculation and interpretation of
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marginal effects. Yet, there is further argument over whether to calcu-
late individual marginal effects or average marginal effects. Noreen
(1988) compares OLS and probit in an accounting context and con-
cludes that probit is not better than OLS, suggesting that is possible
OLS actually does a better job especially when the N on the dummy
alternatives are low. ”The case for the LPM is even stronger if most of
the xj are discrete and take on only a few values” (Wooldridge 2010,
p. 466).
One way of dealing with the concern over LPM and probit is to run
the OLS or LPM model first and then use the probit as a robustness
check. LPM “can be used as a way to describe conditional probabil-
ities” (UCLA 2015). Further wisdom from Wooldridge (2010, p. 454)
on the topic suggests that “the LPM should be seen as a convenient
approximation to the underlying response probability. What we hope
is that the linear probability approximates the response probability
for common values of the covariates. Fortunately, this often turns out
to be the case.” Furthermore: “Even with these weaknesses, the LPM
often seems to give good estimates of the partial effects on the re-
sponse probability near the center of the distribution of x ... The LPM
need not provide very good estimates of partial effects at extreme
values of x” (Wooldridge 2010, p. 455).
In this study, LPM is used for the first set of results, and a robust-
ness check is conducted using a probit model that calculates aver-
age marginal effects. The probit results are reported in the appendix
as the model loses a significant number of observations in estima-
tion. This is because the dependent variable is coded 0/1, and there
are variables that perfectly predict the outcome variable. StataCorp
(2013) explains that this is because the coefficient on such variables
is effectively infinity or negative infinity, depending on whether the
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variable perfectly predicts a success or failure. In such cases, probit
will drop these variables, as well as their observations, explaining the
dramatically decreased N on the probit regressions.
5.3.1 Variables
The variables included in the model each potentially have some rela-
tionship to the emigration decision. For example, age in years has pre-
viously been included in coauthored studies on compliance (Torgler
et al. 2008) and environmental preferences (Torgler, Garcı´a Valin˜as &
Macintyre 2008a). In line with arguments on compliance decisions,
older people might have more to lose by defecting, or emigrating,
either socially or materially. In the discussion on environmental pref-
erences, Torgler, Garcı´a Valin˜as & Macintyre (2008a, p. 7) note that
there are “two different age effects operating: a life cycle or aging ef-
fect due to being at a certain stage of age and a cohort effect resulting
from belonging to a specific generation”. When making the migra-
tion decision, Wolff (2009) suggests that older people might have less
to gain by moving, or at least younger people have more years of
life in which to enjoy the benefits of moving. However, it might be
that the cohort effect is the relevant effect here, as particular genera-
tions who have been strongly socialised with symbols and identity of
East Germany prefer to maintain their loyalty and connection to that
identity.
The log of household income is included as those with higher in-
comes would have less of a marginal gain by emigrating, although
would be better able to afford the moving costs to West Germany. Ed-
ucation is measured in years and the human capital approach (Wolff
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2009) indicates that those with higher education are more likely to
move, although Fuchs-Schu¨ndeln & Schu¨ndeln (2009) finds that this
relationship only holds for younger people, suggesting that the value
of East German tertiary education “depreciated” after reunification.
Thus, either sign could be expected on this coefficient. Dummies
on further socioeconomic and demographic variables such as marital
status (reference group: never married) and employment status (refer-
ence group: not in labour force) are also included. Fuchs-Schu¨ndeln
& Schu¨ndeln (2009) finds that married people are significantly less
likely to emigrate than people of other marital statuses, and that un-
employed people are significantly more likely to move than those em-
ployed full time. For each of the dummy variables, the GSOEP includes
information taking different values depending upon an individuals
self-reported status. For example, dummies were created for each
employment status type (the nominal value of the employment vari-
able), and regressions include values for employment type relative to
those not in the labour force.
Number of children takes a minimum value of 0 and a maximum
of 10, with the coefficient representing the change in the decision
to move given a one increment change in number of children. It is
possible that a greater number of children would reduce flexibility
and make it harder to choose outmigration, but it is also possible that
having children would be an incentive to move for a better life.
People with better health are expected to move more often than
those with poor health. Participation in local politics and political in-
terest are employed as proxies for active involvement with the old
regime, possibly providing stronger identification with and loyalty to
the old East Germany. Proxies for community involvement are also
included, as these could reflect an identification with and loyalty to
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the community, or connection to voluntary organisations, such as at-
tendance at church or other religious events, attendance at cultural events,
and attendance at sporting events.
A measure of risk aversion is added with the variable worried about
adapting to change. To capture the preference for living in the old GDR
satisfaction with the area you live in and standard of living in the old GDR
are implemented, and life satisfaction measures satisfaction with life in
general. Summary statistics on each of these variables are presented
in the appendix.
5.4 results
Six different specifications are estimated, adding variables sequen-
tially to observe the effect on the model, as well as to preserve the
number of observations. From the results presented in Table 17 it is
clear that several of the previously identified determinants of migra-
tion are significant in these regressions. The baseline regression (1)
begins by regressing the move dependent variable on several socio-
economic and demographic variables, such as age, income, education,
number of children, marital status, employment status, and health. In line
with previous results discussed above, age is negatively related to out-
migration from East Germany and is statistically significant through
all six specifications, maintaining a consistent quantitative effect of
around -0.00023 percent. Interestingly, all dummies for marital status
are positively related to migration (reference group: never married),
and all coefficients are statistically significant with the quantitative
effects increasing through the specifications. For example, married
increases from a coefficient of 0.00592 in specification (1) to 0.00744
in specification 6. This is out of line with the results from Fuchs-
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Schu¨ndeln & Schu¨ndeln (2009), who found that married respondents
were less likely to migrate than any other group. Number of children
is negatively related to migration, as is a higher level of education,
however education is not statistically significant in any of the specifi-
cations.
Perhaps unsurprisingly, being employed full time and employed part
time are both negatively related to outmigration with coefficents of
-0.00866 and -0.01020 respectively, however the variables on employ-
ment status are only significant in the first specification. An unex-
pected result is that being unemployed is negatively related with mov-
ing to the West, however the quantitative effect is rather small at -
0.00791. This is somewhat surprising given the better labour market
opportunities in West Germany, however it might be the case that
the unemployed are not able to access sufficient resources to move
from East Germany, or are reluctant to leave existing networks for an
uncertain future elsewhere. Unemployment also has a detrimental
effect on self-confidence (Cristobal Young 2012), mental health, and
self-esteem (Connie R. Wanberg 2012), which could impede an indi-
vidual in their decision to emigrate.
Specification (2) adds participation in local politics and political inter-
est, and finds that only the coefficients on political interest are weakly
significant in three out of the four regressions in which they are in-
cluded, however they do exhibit the expected negative sign. Spec-
ification (3) includes proxies for community involvement, with the
addition of variables that measure attendance at church or other reli-
gious events, attendance at cultural events, and attendance at sporting
events. Attendance at sporting events exhibits the expected negative sign
and reports statistical significance at the 1% level, with an increasing
quantitative effect throughout the specifications. On the other hand,
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attending cultural events is positively related to outmigration, again
in three out of the four specifications in which is is included, and
again with increasing quantitative effect from specification (3) to (6).
In specification (4), worried about adapting to change reports a negative
sign, and then a positive sign in specifications (5) and (6), indicating
a lack of robustness in this relationship. The coefficients on specifica-
tion (5) indicate that the variables satisfaction with the area you live in
and standard of living in the old GDR report negative and statistically
significant effects in the first, and positive but weakly significant in
the second measure. This is an interesting result, as people who are
satisfied with the area in which they live are less likely to move, yet
those who say there was a good standard of living in the old GDR are
more likely to move (although the second is only weakly significant
while the first is strongly significant). Finally, to measure satisfaction
with life in general, in specification (6), a variable life satisfaction is
added, which is positively related to outmigration, yet is only weakly
significant.
A robustness test is conducted by running all specifications with
a probit model. The results are provided in the Appendix as there
were a large number of observations lost on this model. The results
on specification (1) are more or less the same, with the same variables
reporting statistical significance and the same signs. However the re-
lationships change at specification (2). Political interest is no longer
statistically significant at any conventional level, and being employed
full time switches signs and loses significance. In specification (3), at-
tendance at sporting events is no longer significant. Interestingly, the
dummies on marital status all change signs from positive to negative
at specification (3), and being separated is no longer statistically signif-
icant. From specification (4) to (6) none of the additional variables are
statistically significant. A limitation of working with this dataset is
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Table 17.: Loyalty and East–West emigration
(1) (2) (3) (4) (5) (6)
age in years -0.00023*** -0.00022*** -0.00023*** -0.00024*** -0.00024*** -0.00024***
(0.00003) (0.00003) (0.00003) (0.00003) (0.00003) (0.00003)
income -0.00010 0.00011 0.00013 0.00012 0.00013 0.00011
(0.00011) (0.00010) (0.00010) (0.00010) (0.00010) (0.00010)
female 0.00037 0.00102 0.00040 0.00041 0.00007 0.00004
(0.00048) (0.00063) (0.00064) (0.00064) (0.00064) (0.00064)
years of education -0.00002 -0.00002 -0.00007 -0.00006 -0.00015 -0.00014
(0.00008) (0.00011) (0.00011) (0.00011) (0.00011) (0.00011)
number of children -0.00270*** -0.00186*** -0.00185*** -0.00184*** -0.00183*** -0.00182***
(0.00028) (0.00038) (0.00038) (0.00038) (0.00038) (0.00038)
married 0.00592*** 0.00590*** 0.00588*** 0.00643*** 0.00800*** 0.00744***
(0.00099) (0.00136) (0.00152) (0.00152) (0.00154) (0.00153)
divorced 0.00750*** 0.00905*** 0.00907*** 0.00960*** 0.01125*** 0.01085***
(0.00141) (0.00197) (0.00209) (0.00210) (0.00213) (0.00211)
separated 0.01126*** 0.01353** 0.01355** 0.01396** 0.01595*** 0.01564***
(0.00303) (0.00432) (0.00438) (0.00437) (0.00439) (0.00438)
single 0.00433*** 0.00630*** 0.00643*** 0.00693*** 0.00851*** 0.00796***
(0.00068) (0.00101) (0.00116) (0.00115) (0.00120) (0.00121)
widowed 0.00935*** 0.01005*** 0.01005*** 0.01067*** 0.01226*** 0.01175***
(0.00140) (0.00178) (0.00190) (0.00191) (0.00195) (0.00194)
employed full-time -0.00866*** 0.00283 0.00273 0.00273 0.00267 0.00269
(0.00095) (0.00210) (0.00210) (0.00210) (0.00209) (0.00210)
employed part-time -0.01020*** 0.00020 0.00031 0.00025 0.00024 0.00027
(0.00102) (0.00216) (0.00216) (0.00216) (0.00215) (0.00216)
unemployed -0.00791*** 0.00329 0.00330 0.00321 0.00317 0.00327
(0.00099) (0.00215) (0.00215) (0.00215) (0.00214) (0.00215)
disability 0.00091 0.00143 0.00138 0.00108 0.00082 0.00098
(0.00057) (0.00079) (0.00078) (0.00078) (0.00078) (0.00079)
health 0.00160*** 0.00165*** 0.00126*** 0.00102*** 0.00102*** 0.00097***
(0.00013) (0.00014) (0.00012) (0.00014) (0.00014) (0.00014)
Participate Local Politics 0.00085 0.00026 0.00037 0.00045 0.00047
(0.00076) (0.00077) (0.00077) (0.00077) (0.00078)
Political Interests -0.00067 -0.00077* -0.00072* -0.00068 -0.00072*
(0.00035) (0.00035) (0.00036) (0.00036) (0.00036)
Attend Church, etc -0.00008 -0.00015 0.00012 0.00006
(0.00033) (0.00033) (0.00033) (0.00033)
Visit Sport Events -0.00237*** -0.00259*** -0.00385*** -0.00396***
(0.00022) (0.00023) (0.00033) (0.00034)
Attend Cultural Events 0.00055 0.00065* 0.00131*** 0.00127***
(0.00031) (0.00032) (0.00036) (0.00036)
Adapting To Change -0.00164*** 0.00154*** 0.00156***
(0.00027) (0.00039) (0.00039)
Satisfaction With Area Live -0.00141*** -0.00142***
(0.00010) (0.00011)
Standard of Living in GDR 0.00039* 0.00038*
(0.00020) (0.00019)
Life Satisfaction 0.00034*
(0.00016)
N 102880 51647 51647 51647 51647 51647
R-squared 0.00652 0.00598 0.00751 0.00763 0.01216 0.01226
Adjusted R-squared 0.00637 0.00565 0.00713 0.00723 0.01172 0.01180
OLS specification: standard deviation in parentheses. Never married, not in labour force as reference groups.
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that does not contain direct information on the level of national pride
or national identity of the respondents in this survey, it is only possi-
ble to work with a proxy, that is, of loyalty to the old East Germany.
However, as mentioned, the advantage of this dataset is the ability to
observe actual behaviour when the borders of a nation suddenly and
unexpectedly change.
5.5 conclusion
This short exploratory study has analysed a sub-sample of pooled
cross-sections from the German GSOEP longitudinal panel to dis-
cover whether there is any evidence of a loyalty effect in the deci-
sion not to migrate to West Germany in the years immediately after
reunification (from 1990 – 1995). The idea of loyalty is employed,
as measured by variables related to political interest, community in-
volvement, satisfaction with life in the old GDR, and life satisfaction
in general. In the LPM model the results are a mix of the expected
and unexpected, with age being negatively related to outmigration, in
line with previous results from Wolff (2009). However, while Wolff
(2009) interprets this result according to the human capital theory
of migration, it could be that older people were more reluctant to
give up their identity of being East German, after two generations
of socialisation with the ideals and symbols of the old regime. The
results of this study indicate that political interest is negatively re-
lated to outmigration, as is community involvement through atten-
dance at sporting events. On conducting a robustness check by employ-
ing a probit model, most of the previously significant loyalty-related
variables are no longer statistically significant, and in fact some of
the socio-economic variables change signs across some specifications.
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The standard socio-economic and demographic variables are more
consistently significant, although these are also related in their own
way to national pride and national identity. Overall, the regressions
on this natural experiment setting provide some evidence of a loy-
alty effect with respect to East Germany, and indicate that there is a
national identity argument requiring further investigation.
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Part III
D I S C U S S I O N A N D C O N C L U S I O N

6
D I S C U S S I O N A N D L I M I TAT I O N S O F S T U D Y
6.1 introduction
The work in this thesis set out to address the gaps in the literature
regarding the effect of national pride on a range of situations, par-
ticularly with reference to compliance behaviour. As discussed in
Chapter 1, once attuned to the advertising and messages related to
national pride, patriotism, and national duty, it is evident that this
line of rhetoric is ubiquitous in political, commercial, and social life.
Several questions were raised from this observation, as outlined in
Chapter 1: what effect does national pride have on the willingness to
comply with rules – both norms, and laws? Does it affect willingness
to contribute to public goods, or to pay taxes? Is there evidence for
chauvinism generated by a national pride that leads to a exclusionary
attitudes towards those in an “outgroup”? What happens when the
borders of the “nation” suddenly shift? The research collected here
addressed such questions with empirical analyses in Chapters 3, 4,
and 5. The question of which theory (theories) might be of assistance
in addressing these questions was discussed in Chapter 2.
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6.2 the chapters
The Introduction in Chapter 1 attempted an overview of the related
literatures on national pride and national identity, defining national
pride for the purposes of this research project and explaining why
national identity is a related concept but is not addressed directly in
this thesis. Chapter 1 also sought to place this enquiry in the context
of the existing literature, although that literature is aptly described
as a “labyrinth” (Dekker, Malova & Hoogendoorn 2003, p. 345). The
study of such a complex and interconnected concept as national pride
requires a range of different perspectives and methods, and although
economics has not directly addressed the influence of national pride,
several other literatures in social psychology, psychology, interna-
tional relations, and sociology have worked around the topic. In
much of the literature the focus is on national identity and its effect
on integration, especially with respect to the European Union, which
is still a current and relevant area of research. In addition, there has
been a considerable amount of work on clarifying who is more iden-
tified with the nation, using the perspective of social identity theory.
As traced through Chapter 2, the standard economic theory does
not account for the social context in which preferences are formed
regarding the feeling or expression of pride in one’s country. Despite
an increasing body of work that extends the utility function in or-
der to incorporate a more rounded personality for homo economicus,
this can be described as a “repair program” (Berg & Gigerenzer 2010)
that retains the rational choice assumptions and model at the core
of the analysis. While the inclusion of identity in the utility function
(Akerlof & Kranton 2000, Akerlof & Kranton 2010) represents a signif-
icant departure for economics in recognising and formalising some-
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thing so nebulous as identity, it does not go far enough in accounting
for the way in which individuals construct their identity, particularly
in relation to social identities.
Thus far, identity theory does not sufficiently allow for the internal
operations of an individual psychology in reacting to a certain con-
text when making decisions. Only bounded rationality (Simon 2000)
appears to be flexible enough to take into account the external envi-
ronment and the internal environment in decision making. Even so,
when the analysis is extended to the way in which the dynamics of
how decisions affect the environment itself, the outcomes are not able
to be clearly predicted (see discussion in Section 2.4.1). In a follow-
ing section (7.2), I suggest that future research should focus on the
dynamic nature of national pride and national identity, the feedback
loops and interactions between these abstract concepts, the humans
who communicate and transmit such concepts, and what this means
for both the individual and for the nation as a whole, particularly
with respect to policy.
It should be noted that the criticisms of EUT raised in Chapter 2 are
not intended to indicate that the theory is never relevant. It may be
that standard rationality is the right framework to use for the decision
context in the small worlds discussed by Gigerenzer (2010), where
much is known regarding probabilities and consequences, and the
environment is structured and stable. This would especially be the
case if the underlying goal of the decision is a utilitarian motive, such
as the greatest good for the greatest number, the maximum profit,
the minimum loss, the most happiness, and so on. If utilitarianism
is the goal, and comprises the target value, then employing a utility
maximising framework would make sense. In all other conditions
where the environment is uncertain, beset by complexity, feedback
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loops, unintended and unknowable consequences, where individual
decisions and emotions are based on social constructions of value or
identity, and where decision making may involve actors unknown
and unknowable, the standard rationality is not as useful.
Hence, as the rational paradigm has been instrumental as a “be-
havioural template for public reforms which have swept the western
world over the last decades”, known as “New Public Management”
the market-based reforms of which “aim to increase the use of mar-
kets and economic incentives in the public sector and in public policy”
(Nielsen 2010, p. 1), a revision of the basis of policy could be in order.
Yet, even while promoting the use of incentive based policies for be-
havioural change both in the public service and in the wider economy,
governments have still spent considerable funds and effort on activ-
ities that promote national pride and national identity. It would be
possible to interpret appeals to national pride as a sort of incentive, as
it allows an individual to avoid personal discomfort by acting in line
with their personal identity, but these are not necessarily (financial)
economic incentives. When I asked Professor Gerd Gigerenzer about
the use of heuristics with respect to national pride, he suggested that
there may be an adaptive toolbox that is made up of the way a patriot
behaves. This would be another interesting topic for future research.
The results of the first two empirical studies support the idea that
national pride has an influence on compliance behaviour. The first
study was a cross-country analysis based on a merged dataset that
contains all the waves of the EVS and WVS surveys over all avail-
able years, as well as data on several important macro-level variables.
In total, 111 countries were analysed in surveys that that were con-
ducted between 1981 to 2014, generating 496 856 observations. Of
course, with such a large dataset covering so many countries, there is
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a large degree of heterogeneity in the expressions of national pride,
the dimensions of national pride, and the degree of national iden-
tity. However, as discussed in Chapter 1, regardless of country or
background, the respondents were able to answer questions regard-
ing their level of national pride without first requiring a definition of
national pride. This provides confidence that the variable is in fact
measuring a universal human experience of pride that is directed to-
wards the national identity.
The data analysis found there is indeed a positive, stable, and
significant relationship between national pride and a range of com-
pliance attitudes regarding rules and norms. Specifically, Chapter
3 analysed the influence of national pride on norms related to tax
compliance; willingness to go to war; and the willingness to justify
littering, bribery, drink driving, and cheating on welfare. In each of
these cases, it can be argued that compliance provides a public good
for the nation, either directly (in the case of taxes and going to war),
or indirectly (by refraining from or disapproving of littering, bribery,
drink driving, and cheating on welfare). In addition, the results of
the study indicate that there is a positive and significant relationship
between national pride and belonging to charitable organisations, a
correlation that could represent the proactive side of national pride
in contributing to the provision of public goods.
However, the dark side of national pride also needs to be consid-
ered, with reference to the prejudice and downwardly comparative
nature of nationalism. In addition, creation of an ingroup can lead
to exclusionary behaviour towards the constituted outgroup. The re-
sults of Chapter 3 indicate that national pride is positively related
to the wish to exclude foreigners and immigrants from a neighbour-
hood, as well as the desire to exclude other members of outgroups
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(such as people of a different religion, and people of a different race).
The results also indicate a relationship between national pride and an
unwillingness to accept people with a criminal record as neighbours,
however criminals are arguably in the outgroup with respect to every-
one except other criminals, so this result may not necessarily reflect a
dark side of national pride.
Chapter 4 presented the results of a tax compliance experiment that
had two very important modifications to the usual protocol. Firstly,
the experiment design included a priming event designed to trig-
ger (Australian specific) national pride in two of the treatments, as
well as a control condition. Secondly, the participants wore heart
rate monitors throughout the duration of the experiment, allowing a
measure of their physiological response to the priming events. The
type and extent of their physiological response was then analysed
with respect to their tax compliance behaviour during the experi-
ment. The study was conducted on 138 university students, with
approximately half being Australian citizens and the other half be-
ing non-citizens. The results of this analysis indicate that the par-
ticipants who were Australian citizens and who were ‘relaxed’ by
the icon treatment video were significantly more compliant in paying
their taxes than were non-Australians in the same treatment. The re-
sults also indicate that Australians who were ‘excited’ by the sports
framing video were more compliant in paying their taxes than were
non-Australians. These outcomes provide support for the hypothesis
that national pride can positively influence the compliance with rules
and norms. As it is a prevailing social norm for most Australians to
pay their taxes, the participants may have had that heuristic triggered
by the framing videos which led them to be more compliant with
their taxes. However, there are other influences to consider: Porges’s
(2011) work on the polyvagal theory suggests that humans cannot en-
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gage in social behaviours unless their PNS is relatively more active,
and they find themselves in safe or familiar environments. Thus it
might be that the psychological framing triggered feelings of safety
and familiarity in Australians but not in the non-citizens.
The study conducted in Chapter 5 exploits a natural experiment
setting to test the effect of loyalty when the national borders sud-
denly shift. Using data from the GSOEP on the period immediately
following the opening of the Berlin Wall, the study analyses the em-
igration decision of over 100 000 East German residents. While it is
true that identity can change, the hypothesis is that it requires some
time in order to change, and the fall of the Berlin Wall and reunifica-
tion of Germany was a sudden, unforeseen, and very rapid event. In
addition, there were and still are concerns that the old East German
identity was rendered irrelevant in the replacement of the East by the
social, political, and economic institutions of the West. The decision
not to emigrate to West Germany despite the freedom to move and
take advantage of better wages and living conditions may indicate
a level of loyalty and identification with East Germany that was not
replaced as quickly as the old government.
6.3 implications
It is possible that the research collected in this thesis will offer a
greater awareness and level of understanding regarding the relation-
ship between national pride and national identity, the influence of na-
tional pride in compliance decisions, the significance of the ingroup
and the outgroup relationships, and the ‘stickiness’ of identity. There
is a quixotic hope of contributing something to the structuring of
the field and the topic in such a way that there might be a clearer
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understanding of what exactly is national pride, and how it might
be measured in future. This could be useful for policy, and for any
interested person who might like to read this attempt at an overview.
As this thesis focuses mainly on an empirical analysis of the influ-
ence of national pride, there are no significant implications for theory
as yet. The only relevant section is the analysis in Chapter 2, which
dicusses how the standard view of utility maximising is not sufficient
for explaining the effects of something so complex as national pride,
which is itself related to the social construction of national identity.
In this way, the research might contribute to discussion on theory,
from the problems of using a theory that does not account for so-
cial interactions, to the problems of trying to use a linear analysis to
investigate a topic that is fraught with feedback loops and dynamic
interactions. This is an important consideration for the formulation of
policy in future, as there are several problems with using the rational
choice model in policy prescription: by incorrectly assuming selfish
economic incentives it may introduce distortions into the economy,
and crowd out other motivations such as environmental motivation1.
However, it is not to say that people do not respond to economic in-
centives. The problem is that other motivations arising from values
and norms “may interfere with the workings of economic incentives.
The implication for policy is that is is paramount to understand what
motivates actors when designing incentives to regulate human be-
haviour perhaps allowing for a multitude of goals” (Nielsen 2010,
p. 10). It may be that it is necessary to allow for people to act in
line with their identity, in line with their ingroup, in line with their
professional values, in line with the environmental custodial values,
in line with notions of fairness; in addition, or in concert with, or
1 Such as stewardship or custodial values, see Torgler, Garcı´a Valin˜as & Macintyre
(2010)
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in competition with economic incentives. While homo economicus is
interested in maximising utility and optimising the expected utility
function, Nielsen (2010) does not discount the fact that economic in-
centives have some impact in certain situations (which can be related
back to Boulding’s three types of relationships – integrative, threat,
exchange) but cautions that it is important to have a more realistic
understanding of decision making in order to formulate accurate pol-
icy when targeting people’s behaviour.
Thus, the practical implications of this research relate mainly to pol-
icy formulation. The results indicating the effectiveness of national
pride in influencing rule and norm compliance would be interesting
from a policy perspective, particularly regarding the willingness to
go to war and to pay taxes, as these are high stakes decisions for a
government. The former is required in order to provide the public
good of defence, and the latter is required for the legitimacy of the
government’s continued operation. However, the results also indicate
that encouraging a higher level of national pride is not necessarily a
good thing: it can be related to rejection of those in the outgroup. As
discussed in the previous chapters, policy that aims to increase na-
tional pride for cynical gains may backfire, and should keep in mind
that “[a] national identity is fundamentally multi-dimensional: it can
never be reduced to a single element, even by particular factions of
nationalists, nor can it be easily or swiftly induced in a population
by artificial means” (Smith 1991, p. 14). Therefore, political processes,
programs, and rhetoric employing instruments based on, appealing
to, or relating to national pride may be affected by the outcomes of
this research.
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6.4 limitations
6.4.1 Theoretical limitations
As discussed at the beginning of this thesis, there are limitations in
writing a thesis without the structure of a coherent theory. Of course,
theoretical pluralism and methodological eclecticism is not new in the
literature, and in fact has been advocated in one form or another. Her-
bert A. Simon, Massimo Egidi & Robin L. Marris (1992, p.22) provide
some encouragement on this score: “Finally, I think we have been
sold a bill of goods with the argument that we must always have a
clear-cut theory before we can do empirical work. That belief not only
holds sway in economics, but experimental psychology has a bad case
of it. Students are always told that they can’t run a successful exper-
iment if they don’t have a hypothesis. How could they, without at
least a null hypothesis, run a t-test on the data? I believe that is a
very bad criterion for the design of experiments”. Simon continues:
“If you look down the list of outstanding discoveries in the physical
sciences or the biological sciences – look at Nobel awards in those
fields – you will note that a considerable number of the prizes are
given to people who had the good fortune to experience a surprise”.
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6.4.2 Empirical limitations
6.4.2.1 Econometric limitations
Econometrically, the empirical studies could be stronger; although, it
should be noted that when a field is relatively unexplored the first
attempts to analyse it are often rudimentary and simplistic. The use
of different approaches including survey data, the laboratory experi-
ment, and a natural experiment setting may reduce these limitations
somewhat by providing a multi-pronged analysis of the topic.
However, there are also limitations that arise due to the complexity
of the topic, for example, there may be specific endogeneity problems.
As mentioned in Chapter 3, there may be a potential selection bias as
people who value compliance and respect for rules could have a high
level of national pride if they live in a country where a greater propor-
tion of the population abides by the rules. Such an argument could
be raised in line with social heuristics, imitate-the-majority, and so-
cial learning theory, and unfortunately would imply a reverse causal-
ity. Disentangling the causality in this area will require further study
of the dynamics and feedback loops between national pride, cultural
and social norms, heuristics, personal identity, and national identity.
From an econometrics perspective, it be would helpful to use an in-
strumental approach to control for such a problem in this case. How-
ever, it is difficult to find a suitable proxy at the micro level that is
entirely exogenous. To be effective, the instrument must be contem-
poraneously uncorrelated with the error term, but at the same time,
must be strongly correlated with national pride. Not surprisingly,
this instrument has been, and will be, difficult to identify. The other
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option was to run all the regressions again using an ordered probit
model, which could have provided some cross check of the results,
but would not substitute for an instrumental variable. The real value
would be in a high-quality longitudinal panel dataset, which could
soon be possible in the growing world of Big Data. For now, the
multi-pronged approach of using survey data, the laboratory experi-
ment, and pooled cross-section data from a natural experiment must
substitute as a robustness check.
With respect to the experiment, the empirical and experimental pro-
tocol is sound, but due to a low N, the results are not robust to cluster-
ing over individual. This is not ideal and hopefully can be remedied
by further repetitions of the experiment in future. In addition, as
noted in Chapter 4, the experiments are conducted solely on students
with a reasonably limited demographic and socio-economic profile. It
would add validity to the results if the experiments were reproduced
across the broader tax-paying public. It would also be interesting to
conduct the experiment in different countries (discussed in the next
chapter) in order to identify whether this result holds across coun-
tries and cultures. The results of the cross-country and cross-cultural
experiments could then be compared with the results of the cross-
country survey data2. Moreover, it would be particularly interesting
to conduct the studies in locations where the dominant social norm
is against compliance in paying taxes.
The exploratory study in chapter 5 is exactly that: a simple first
approximation of a relationship between the variables of interest,
namely the behavioural variable on outmigration and the proxies
for loyalty to the East German identity. The results indicate that it
is worth decomposing the outcomes further in order to disentangle
2 See James Alm & Benno Torgler (2006)
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some of the complexities of national pride and national identity. The
study could have been complemented by analysing another dataset
that does contain variables on national identity, which is something
to consider in future. In the current study, I draw the links between
loyalty, national identity, and national pride, in that national pride is
an individual and personal emotion or affect experienced in reference
to the socially constructed abstraction of national identity. However,
econometrically this specific relationship was not tested, and instead
the study used proxies for loyalty which was a proxy of national iden-
tity, which is related to national pride. There are advantages to testing
this relationship, as it is a behavioural proxy rather than a attitudinal
measure. Obtaining more direct measures would be an important
next step in the research agenda (discussed in the next chapter) as
the German reunification case offers a rich context for analysing the
effects of a dramatically altered national identity.
In each of the studies, I have not explored the interaction of trust
or national identity with national pride. This could be an impor-
tant omission. National identity is the social abstraction to which I
claim that national pride is related. However, there was very lim-
ited data on national identity in the datasets and the decision was
made to leave aside the issue of causality in that case. As has been
mentioned before, the fact that respondents can report their level of
national pride indicates it is a universal human experience, without
the necessity of analysing national identity. In addition, trust is also
an important variable that was not treated in the analysis. This will
be examined in future research.
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6.4.2.2 Limitations regarding variables
There are inherent problems with operationalising self reported psy-
chological attributes measured using a Likert scale. It is not necessary
to be an expert in econometrics in order to point out the problems
with the measurement of national pride. If it is difficult to define
exactly what the term ‘national pride’ means, it is eminently more
‘problematic’ to find satisfactory measures. Frank Knight (writing in
1929) warns us of the un-scientific nature of human interactions: “...
in dealing with human problems we are constantly thrown back upon
categories still more remote from the scientific, upon relations which
cannot be formulated in logical propositions at all, and we must ad-
mit that a large part of our ‘knowledge’ is of this character” (Frank H.
Knight 1997, p. 39). Thus, it is not a new problem, and it is one to
take seriously. Individual responses on a self reported Likert scale
will suffer from variation in degree. In fact, Sinisˇa Malesˇevic´ (2011)
suggests that national identity does not even exist and points out a
range of flaws in using ISS and GSS questions on national pride as
indications of affect for the nation. She strongly disagrees with the
use of the national pride indicator as a proxy for national identity and
claims that the practice of finding correlations in secondary data does
not and cannot capture the complexity of the relationships behind it.
In spite of this considerable criticism, I hold to the idea that national
pride can be measured by surveying individuals, and while correla-
tions in secondary data may not be able to capture the full complexity
of the relationships, it provides an important first step in understand-
ing the dynamics of the context. Another limitation of the variables
is the use of a single variable to measure national pride. This may be
criticised, as the use of an index may be regarded as more suitable.
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However a single variable is used in other well-accepted and growing
literatures, such as happiness (as discussed in Chapter 3).
6.4.2.3 Stability of findings
A further problem arises in the stability of the findings: presuming
that these concepts may be pinned down in 2014, will they remain
stable? Frank Knight (again from 1929) offers us another warning: “...
‘wants’, ‘desires’.... can be treated as facts in the scientific sense, or
are they ‘values’, or ‘oughts’, of... different character not amenable to
scientific description or logical manipulation? For if it is the intrinsic
nature of a thing to grow and change, it cannot serve as a scientific
datum. A science must have a ‘static’ subject matter; it must talk
about things which will ‘stay put’; otherwise its statements will not
remain true after they are made and there will be no point in making
them. Economics has always treated desires or motives as facts, of
a character susceptible to statement in propositions, and sufficiently
stable during the period of activity which they prompt to be treated
as causes of that activity in a scientific sense” (Knight 1997, p. 13).
The above quote outlines a problem for all research involving hu-
man motivations, emotions, identity, and social norms as all are dy-
namic and none stay put or fixed. If I discover a relationship be-
tween national pride and compliance decisions this year, will it be
the same in 2024? Furthermore, will the emergent property of knowl-
edge production actually change the context of the relationship such
that it is no longer able to be observed? If taxpayers read the results
of this study and are alerted to the fact that they have unconscious
patriotic triggers ready for psychological priming, will they ever un-
consciously be triggered again? Or will the possible relationships
be dissolved by the conscious awareness of those relationships? In
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fact, Gellner (2008, p. 113) imagines the end of nations and nation-
alism completely if the freedom of international movement became
available to everyone: “nationalism would cease to be a problem; or
at any rate, communication gaps engendered by cultural differences
would cease to be significant and would no longer produce national-
ist tensions”.
Another limitation on the usefulness of the findings is whether they
are generalisable. If context matters for human decision making, how
useful are the results generated in any particular context? People may
actually be quite sensitive to the context in which decisions are made,
and (as discussed) there may be problems in applying the wrong
incentives or wrong assumptions to the their decision making envi-
ronment (Boulding’s exchange relationships, as discussed in Section
2.4.1). If people react differently in different contexts it is difficult to
apply one law or principle or prescription; it will only result in unin-
tended consequences. Assuming that people always act in their own
interests will generate unstable outcomes just as an assumption that
people always act in the interests of others will result in unexpected
outcomes.
Thus, while there are some interesting results from this thesis, there
are definite limitations to the findings. In any case, the process of
engaging with the research question has opened up many avenues of
future research, as outlined in the next chapter.
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7.1 future directions
While Gellner (2008) might have imagined the conditions for the end
of nations and nationalism, Smith (1991, p. ix–x) foresees that the
issues will remain current for some time: “All that we can say with
some degree of certainty is that national identity and nationalism are
likely to remain powerful and proliferating forces in the foreseeable
future. Hence the urgent need to increase our understanding of so
global a condition and so explosive a force”.
National pride is a topic of such complexity and is subject to so
many feedback loops that it has opened up a large number of av-
enues for future research that should occupy many hours of research
for years to come. I anticipate that my next stage of research will
move towards cybernetics as discussed in Boulding (1978). Further-
more, I believe this topic area will require “new methods of research...
empirical methods for discovering the important phenomena of think-
ing and decision making” (Simon 2000, p. 30). It will be necessary to
identify transferable elements in these new methods of research. It
could be argued that establishing “rules of thumb” or heuristics for
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context based decision making could be one of those transferable el-
ements produced from recent literature. In addition, the increasingly
sophisticated elements of neuroscience as they are incorporated into
economics may allow “values from one experiment or set of obser-
vations” to make predictions in other situations (Simon 2000, p. 37).
This also allows the exploration of different types of individuals and
different types of heuristics.
Future research should focus on the dynamic nature of national
pride and national identity, the feedback loops and interactions be-
tween these abstract concepts, the humans who communicate and
transmit such concepts, and what this means for both the individual
and for the nation as a whole, particularly with respect to policy. In
addition, the dynamics of national pride and its influence may also
include thresholds and tipping points. It is not possible to say that
an extra increment of national pride is equal to another increment of
compliance. Depending on other processes in society at the time, the
dimensions of national pride, and the actual contents of national iden-
tity, it may be necessary to be aware of the negative implications or
at least be mindful of negative repercussions of encouraging national
pride. It would also be important to investigate contexts in which
there is an active separatist movement.
7.1.1 National identity
Although it has been proposed that national pride is an individual
personal emotion felt when associating oneself with the national iden-
tity, the dynamics of the interaction between national pride and na-
tional identity have not been explored. It is important that future
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research takes this into account and designs empirical work that can
observe changes in national identity and how this affects the extent
of national pride expressed, and then follows up by studying the
implications of that pride. The contents of national identity are of sig-
nificant interest for future research, as is the way that those specific
domains of national identity interact with the experience of national
pride. It would be possible to trace the domains of identity and pride
over time and observe the interactions between the two.
7.1.2 Shame
This entire thesis has focused only on the influence of national pride.
However, its opposite also deserves attention. Under which circum-
stances and in which contexts would an individual feel national shame?
How would this affect the willingness to comply with rules, norms, or
to provide public goods? There are anecdotes regarding citizens of a
certain country wearing the flag of their neighbouring country while
backpacking around the world, due to the unpopular foreign policy
of their country of origin: how does this affect national identity? It
would also be interesting to investigate how quickly people give up
their passports or nationality of a country on emigration, assuming
there are some restrictions to this action.
7.1.3 Interactions
Several variables may interact with national pride to produce very
different outcomes; for example, power, prejudice, national identity,
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and trust. The first two mediating variables interact with the dis-
crimination aspect of ingroup actions. Previous experiments have
established that power and status have some mediating or interven-
ing effect: “groups of superior or at least equal status discriminate
more than inferior groups do” (Mu¨ller-Peters 1998, p. 704). On the
other hand, when groups have little power the members still feel a
sense of attachment to their own group but are less “inclined to dis-
criminate”. De Figueiredo & Elkins (2003, p. 174) also refer to similar
findings regarding intervening factors such as the kinds of groups,
their environment and other psychological and ecological influences.
Other suggested mediating factors are realistic conflict among groups,
personal frustration, and personality traits. They refer to social dom-
inance theories that predict higher status groups will take a position
that enhances or reinforces the hierarchy. De Figueiredo & Elkins
(2003) suggest that prejudice might be expressed by these groups be-
cause there is a greater stake in the national identity or a greater sense
of “ownership” of the national identity .
In addition, interactions with general trust, trust in the government,
and specific trust would be interesting to analyse. If people trust
their government, do they have a higher level of national pride? If
they trust their fellow citizens and invest their identity at the national
level, do they have a higher level of national pride? These will be
fruitful avenues of analysis in the future.
7.1.4 Different contexts
In this thesis I have discussed the importance of context-dependent
decision making. It would be interesting to conduct experiments us-
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ing different contexts, for example, a public goods experiment or an
altruistic charity context in which national pride was triggered. In
addition, following Boulding’s three types of relationships (threat,
exchange, integrative), it would be possible to construct contexts that
allowed a comparison of integrative, exchange, and authority rela-
tionships. This would allow an empirical test of the hypothesised
requirement for different approaches for different contexts: while ex-
trinsic or monetary incentives that appeal to the rational egoist may
be appropriate in some settings, in others it may induce unhelpful
and counterproductive results.
7.1.5 Locus of identity
Unfortunately, the WVS data in this study does not permit clustering
over region, however it would be possible to rerun the specifications
on EVS data only and cluster over region, in line with Christoph A.
Schaltegger & Benno Torgler (2010). It would be interesting to com-
pare the relative strength of regional and national identities as there is
an argument to be made that nations are political entities whereas re-
gions are more local, immediate, and therefore possibly more salient
in the construction of personal identity. It would be possible to com-
pare the strength of reaction to regional success compared with na-
tional success; for example, as different regions in Australia may hold
different levels of loyalty to the federation or to their state, it would
be beneficial to repeat the experiment and the treatments in different
states. This may affect the power of the national pride triggers to
stimulate rule compliance.
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Furthermore, it would be informative to conduct an analysis specif-
ically on areas in which there is an active separatist movement, for
example, in the French-Canadian province of Quebec. The Quebecois
are strongly French and do not identify as completely with the Cana-
dian flag or the identity of being Canadian as do the inhabitants of the
rest of the country. Alternatively, or in addition, experiments could
be conducted in the region of Catalonia in Spain, and the Basque
country, using a state that is satisfied with being Spanish as a control
group. Despite the majority voting “No” to independence from the
United Kingdom, it would also be interesting to conduct the labora-
tory experiment in Scotland while showing priming videos based on
pride in the United Kingdom.
Trust in international organisations may also be affected by the
level of national pride and the level at which an individual bases
their identity. If an individual identifies strongly at the national level
and is very proud of that identity, they might be less supportive of
international government or non-government institutions.
7.1.6 Costs and benefits of national pride
Since there is evidence that national pride influences decision mak-
ing, it is possible to ask further questions regarding the government’s
role in manipulating national pride: Is there a return on investment
in national pride for the elite only or the nation as a whole? Are
there cases where expenditure on national symbols and national cel-
ebrations would be equalled or exceeded by the value of the level of
compliance with policy? Is there an optimal level of national pride
where the excess of benefits of national pride over the costs is max-
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imised (where the marginal benefit of increased pride is just equal to
its marginal cost)? It would also be possible to conduct a traditional
cost-benefit analysis on national pride. What are the costs (war, big-
otry, fireworks, protectionism), and what are the benefits (increased
tax payments, contribution to disaster relief etc). What is the net ben-
efit? Do the benefits outweigh the costs?
There are a range of activities for which this dedication to our na-
tion means the interest of the nation might be placed ahead of the
individual’s (purely welfare maximising) interest. Of course, this
would not be precise, but perhaps it would be possible to determine
if overall, the benefits more or less outweigh the costs. As economists,
it would be interesting to enquire as to whether there is an optimal
point of national pride at which the benefit of our cooperation with
some individuals will be negated as such actions impact and impinge
on the access of others to cooperation and resources.
As the level of national pride is increased, it might cost more to
society, which overestimates the benefits. The cost to the outgroup
might also need to be taken into account. If $2 is spent on increasing
national pride in Australia, it might be that the outgroup in New
Zealand then hates Australians and imposes trade sanctions that cost
more than $2. If national pride is increased in Australia, it might
increase the intolerance of Australians towards other countries, which
could have negative returns, as excessive chauvinism (in trade) is
counterproductive.
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7.1.7 Manipulation of national pride
It would be interesting to explore whether governments are benev-
olent in their encouragement of national pride. Are they trying to
increase the level of pride or just maintain it? Is pride increased at
times of elections, war, crisis (for example, the Global Financial Crisis,
and in general international and external conflicts), or is it stable? It
might be worth considering whether the question of sustainability is
relevant here: is there a difference between the short term and the
long term effects?
A higher level of expenditure on ‘positive’ national activities will
possibly result in a higher level of national pride. This proposition
could be tested using data available from the OECD and national gov-
ernments. By lagging expenditure on national celebrations either as
a percentage of GDP, or calculating expenditure per capita, it would
possible to check whether this is related to an increase in national
pride in the subsequent time periods. If there are any significant in-
creases in spending, it would be possible to measure whether there
is a time effect, that is, how long does it take until there is a defi-
nite effect of the manipulation of national identity or national pride?
Other possible proxies could include the number and frequency of
awards, national events and ceremonies, and the extent to which the
government has control of the media. Another option would be to in-
vestigate the success in international sports events; for example, there
is anecdotal evidence that host countries put a lot of effort into their
success in the Olympics, out of a desire to perform well and maintain
national pride.
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It is not yet entirely clear which proxies would be used to measure
national activities, but it could be possible to obtain data directly
from governments regarding their expenditure on national celebra-
tions. From simple observation, China, North Korea, and the USA
visibly spend a lot on encouraging national pride. It may be possible
to make some comparison between institutional regimes (communist
vs democratic), and between colonial and non-colonial countries. The
kind of constitutional or civic patriotism referred to in Girling (2010,
pp. 147–150) could be the starting point of a comparative study on
the effects of national pride.
It is plausible that the tendency to feel national pride and to asso-
ciate with the national identity can be manipulated by governments
through socialisation processes at school or the release of propaganda
to encourage love for the country and feelings of pride in the na-
tional identity. In this way, governments could potentially use na-
tional pride as a tool of moral suasion when encouraging us towards
certain actions, as long as it is to the benefit of society.
The production and use of national pride as a tool of moral suasion
almost imply that there are some disturbing processes at work. In fact,
in an earlier version of Konrad & Qari (2012) it was suggested that a
rather sinister link could exist between expenditure on promoting na-
tionalistic messages and the level of compliance with a government’s
taxation policy. By deliberately attempting to shape our national iden-
tity, a government may be able to capture the benefits of manipulating
our sense of pride. Akerlof & Kranton (2010, p. 15) also suggest that
certain third parties may have an incentive to deliberately manipulate
identities, that is, to “change who people think they are, as well as
their norms. Advertisers, politicians and employers all manipulate
social categories and norms”. Thus, it is worth questioning whether
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an increased level of national pride has an effect on ‘desirable’ out-
comes. In order to answer this question, it is necessary to identify
which outcomes are desirable to a government.
From a government’s point of view, it may be assumed that desir-
able outcomes are those that reduce transaction costs associated with
rule compliance and provision of public goods. However, if the gov-
ernment is ruled by a dictator, from society’s perspective, a desirable
and justifiable outcome may be not to pay taxes (Benno Torgler 2001).
In addition, commercial interests can use moral suasion in an accor-
dant way: “Buy Australian” campaigns are formulated in order to
appeal to national pride and patriotism.
The manipulation of national pride and the national identity might
also be due to politicians seeking re-election or votes, and the re-
election or gathering votes is a function of manipulating and attach-
ing themselves to what is important to the community. This also has
a feedback effect for the politician, since they may be in a position to
manipulate the national identity through government sponsored ad-
vertising and directing the public discourse on what constitutes being
(for example) ‘Australian’ or ‘UnAustralian’.
In addition, there might be a strong commercial aspect whereby the
sponsors of fireworks at national celebration days, the manufacturers
of ‘Holden’ cars in Australian factories, and the ‘true blue’ patriots
such as John Williamson all profit from enforcing or encouraging na-
tional pride.
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7.1.8 The dark side of national pride
As discussed in Chapter 2, it is possible to use the analogy of Si-
mon’s scissors in the context of the discussion on national pride, as
the two blades could either work to cut the fabric of society, or they
might work to weave together that fabric. The actions produced by
the blades might be constructive or destructive, which makes them a
very special pair of scissors, and breaks down the analogy to some
degree. Yet, the actions will still depend on the context: in the case of
immigration and war (in particular), the combination of the environ-
ment and the individual circumstances could cut apart societies.
An investigation into the dark side of national pride could focus
on the contexts that bring out or encourage the dark side. As Win-
trobe (2006, p. 10) notes: “there is a deep connection between so-
cial capital or solidarity and all of the manifestations of extremism...
terrorism (particularly suicide terrorism), nationalism, revolutionary
activity and jihad”.
In the analysis from Chapter 3, it is possible that the regressor ‘na-
tional pride’ picks up both the ‘light’ and the ‘dark’ side to national
pride. If there were a variable that could be used to explicitly measure
one of those two sides, this variable could be added to the regressions
sequentially; thereby controlling for the ‘light’ side of national pride
and leaving the effect of the ‘dark’ side isolated in the results.
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7.1.9 Information value of national pride
It would be interesting to investigate the information value of na-
tional pride as a method of reducing transaction costs, or as a way
of reducing the cost of collecting information about the agents with
whom one is interacting. This could be tested through experiments
that pair individuals from the same nationality and individuals of
different nationalities to check whether their levels of trust or interac-
tions differ between the conditions.
7.1.10 Alternatives for the experiment
7.1.10.1 Experiment on nationally significant days
Kees Keizer, Siegwart Lindenberg & Linda Steg (2008, p. 1682) state
that “the extent to which an injunctive norm affects behavior depends
on how much the norm is on people’s mind”. It might be useful to
repeat laboratory experiments or to conduct field experiments on a
significant national day, such as Australia Day, Independence Day,
Constitution Day, etc, depending on the country, with control groups
on an ordinary day.
Furthermore, our payments to students were relatively small (on
average around $20 per hour of experiment participation). Even
though this is usual in most experiments, students were not sacri-
ficing very much in order to comply with tax-paying, or living up to
a possible norm of an honest, good citizen, doing their patriotic duty.
Use of a more significant payoff, such as Cohn, Fehr & Mare´chal
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(2014) who have a maximum payoff of $200 for full defection in self
reported outcomes of a coin-toss gamble, would enable a stronger
test of the compliance effect.
7.1.10.2 Test of heuristics
According to Gigerenzer (2010), the ‘follow your peers heuristic’ re-
quires empirical investigation in social groups, not only in individual
situations. Hence it would be interesting to extend the lab experi-
ment to include information on the declaration patterns of other par-
ticipants to see whether this signalling affects compliance. By giving
information on how compliant the other participants were with re-
spect to tax compliance, any subsequent change in declaration could
be observed. However, the experiment would require careful plan-
ning in order to capture a ‘follow your peers heuristic’ rather than
a conditional cooperation effect. In a ‘follow your peers’ heuristic,
participants are acting on an internalised decision short cut that says
the best decision rule is to follow the decisions made by other people
(which could be more general than, for example, repeated interac-
tions in a cooperation game). A conditional cooperation effect would
be more specific, in that participants would cooperate when other
people are cooperating.
7.1.11 Stability of national pride and national identity
An important yet open question is how national pride changes over
time for a country or a group of countries. Does it change in reaction
to certain nationally significant events, such as economic crisis (reduc-
ing national pride), and moreover, is there a relationship between na-
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tional pride and economic performance? If there is, is it very strong?
Furthermore, does the level of national pride change during times of
war and conflict? The propaganda effort during a war needs to be
high – thus, what is the level of national pride during those times?
On the other hand, when there is relative internal harmony and the
country does not face any crises – what is the level of national pride
during those times? It would also be interesting to investigate the
adaptation or adjustment processes after a war, and whether a new
equilibrium level of national pride (higher or lower) is reached. In ad-
dition, as mentioned previously, it is possible to question whether the
level of national pride changes when a country hosts internationally
important sports events such as the Olympics.
A field experiment could be implemented to measure the stability
of national pride and national identity with exposure to other iden-
tities and nationalities. The idea is that identity can change, but the
question is: how long does it take, and what sort of change in social-
isation and peer group would need to take place in order to change
national identification?
In order to test the sensitivity of national identity and national
pride to exposure to other identities, it would be interesting to use a
context in which where there are many people of many nationalities
spending a considerable length of time together; for example, walk-
ing the Camino to Santiago de Compostela in Spain. Discussions
on this experiment have been ongoing over the past several years,
and there is already the outline of a plan for this experiment, using
the narrative approach and the use of diaries so that the pilgrims
can record any change in the composition of their identity over time
and over exposure to other nationalities. Of course, there could be
a selection effect here: people who undertake the Camino are often
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searching for meaning or a new challenge in their lives, and are more
open to change. This would need to be addressed in the experiment
design.
7.1.12 Domain specific pride
While a feeling of national pride in general does not need to specify
the origin or source of this pride, it is possible to identify particu-
lar elements or “domains” of the national identity that produce or
generate national pride. In her analysis, Mu¨ller-Peters (1998) con-
centrates on the national symbols that comprise national pride and
specifically one of those elements; that is, pride in one’s national cur-
rency. Two influences on national pride are common across all of
Europe: 1) aspects involving a country’s current economic and polit-
ical performance capabilities, and 2) factors linked to the past, such
as language, culture and history. However, Mu¨ller-Peters (1998) uses
what I have termed domain-specific pride – “I am proud of my his-
tory” – as national pride in general – “I am proud of my nation”.
Interestingly, Mayda & Rodrik (2005) find that there is evidence of
a difference in attitudes toward trade depending on the domain in
which individuals invest their feeling of national pride. If they hold
pride in the democracy, it returns a positive correlation with trade.
This could mean that if individuals have faith and confidence in the
political institutions, they are less threatened by trade. However, if
the source of pride is the political influence wielded by the country,
then there is a negative correlation with pro-trade attitudes. Mayda
& Rodrik (2005) find that there is a significantly negative relationship
between national pride and views that are pro-trade and suggest that
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this is important in the attempt to explain cross country variation in
trade attitudes as national pride varies across countries.
The tendency towards downward comparisons to the outgroup can
be stronger in some countries and weaker in others. It would be
instructive to consider that some cultures/societies take pride in such
characteristics as tolerance, justice and pluralism. Furthermore, what
sort of national pride exists in countries with communist or socialist
dictators? What is the nation? What is pride? Is the phenomenon
more in line with an identity argument? Furthermore: what is the
identity invested in?
Children are educated or indoctrinated with patriotic symbols, and
symbols of national pride, and may be asked to pledge allegiance to
(for example) the flag, the Queen, and God. As such, the relevance
of symbolic expenditures in eliciting, maintaining, and strengthening
national pride could also be investigated. Data on the extent of sym-
bolic expenditures may be gathered from any national government
willing to participate in such research, although securing this coop-
eration might be difficult. Alternatively, the data could be obtained
via systematic analysis of national celebrations and appearances of
national symbols in media, allowing an approximation of the costs to
then be made.
Furthermore, future research could address the extent to which
government activities promoting national pride and national iden-
tity are attempts to cash in on community values. National pride
and national identity are not just created by the government to se-
cure legitimacy for themselves – pride and identity are strengthened
and constructed by the actions of citizens taking part in activities to
demonstrate their pride and identity. Examples of such activities in
Australia include marches, flag raising ceremonies, protesting against
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sale of national icons to overseas interests, the proliferation of “South-
ern Cross” tattoos on both young men and women alike, supporting
the national cricket team, and cheering for Australia in the Olympics.
7.1.13 Determinants of national pride
Not only is the specific effect of national pride of interest, it is also
valuable to investigate the way in which national pride becomes im-
portant in influencing decisions. Hence, it is interesting to open
the “black box” (Frey & Torgler 2007) or follow the “causal chain”
(Elster 2007) regarding the influence of national pride on economic
decisions. This could be done through a comprehensive analysis of
the causes of national pride using the survey data.
From a policy perspective, as well as from a scientific perspective,
both the causes and consequences of national pride are of great im-
portance. The research in this thesis has examined several of the
consequences of national pride, demonstrating that there is a relation-
ship between national pride and various types of compliance. There
is also a relationship between national pride and the exclusionary
attitudes towards members of the outgroup. Thus, from a policy per-
spective, it is important to gain a better understanding of what shapes
national pride through an investigation of the determinants. It is
therefore interesting to investigate possible determining factors such
as industrialisation, level of income, formal and informal education,
demographic characteristics, further investigation of governance and
institutional quality, natural beauty of the country in question, and
proxies for manipulation of national identity. Two proxies already
identified are the level of investment by national governments in na-
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tionalistic activities and messages, and occurrence of certain phrases
in media.
Another possible source for the determinants of national pride is
individual heterogeneity – it may be that some people respond differ-
ently to possible manipulations or efforts to increase national pride.
Thus, it is important to seek a better understanding of individual
heterogeneity, and the types of socio-economic, demographic, and
political attitude factors that could affect these individual differences.
Previous literature in social psychology has established the relevance
of socio-demographic and socio-economic characteristics in explain-
ing or analysing behaviour. Therefore, it would be interesting to
determine whether there are certain socio-demographic and socio-
economic characteristics that are correlated with higher levels of na-
tional pride.
Furthermore, the empirical literature on rule compliance has demon-
strated the importance of socio-demographic and socio-economic fac-
tors (Tittle 1980, Torgler 2007a). Future research could focus on whether
socio-economic advantage or disadvantage has a different mediating
effect on national pride. The Australian Bureau of Statistics (ABS)
bases their definition on international research and Census informa-
tion and as such defines “relative socio-economic disadvantage in
terms of people’s access to material and social resources, and their
ability to participate in society” (Brian Pink 2008, p. 17). Furthermore,
the ABS notes that social capital, deprivation, poverty, well-being, and
social exclusion are related to socio-economic disadvantage, and “em-
ployment, education and financial well-being are three dimensions
common to these indexes” (Pink 2008, p. 18). Such factors should be
considered in the experiment design, as there may be some effect on
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the susceptibility to norms for those who are less able to participate
in society.
It is now increasingly possible to address the lack of empirical
evidence for the operations of national pride. The recent develop-
ments in data-gathering and access to large datasets combined with
advances in econometric techniques allows researchers both a more
general overview of a phenomenon (estimating country averages), as
well as a more specific view of the relationship between variables
(there is more information on more variables). A future research pro-
gram could achieve the analysis of determinants of national pride
through the use of an autometrics tool that would rapidly identify
the variables of interest. New opportunities for such an approach are
increasing with the use of Big Data programs currently in place in
most governments, which will combine the individual level data on
citizens.
By investigating both the causes and consequences of national pride,
it may be possible to formulate something close to the economics of
national pride. It is hoped that the research can go beyond criticising
the absence of links between the social and the individual by cross-
ing this barrier, not only descriptively but also by formalising the
relationship.
7.1.14 The relationship between national pride and the welfare state
Future research could investigate the links between the extent of the
welfare state, or social expenditures, and the level of national pride.
The research would ask the following question: since people in differ-
ent countries are born with different endowments depending on the
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citizenship of their country of birth, are they more likely to be proud
of their country?
7.1.15 National pride and globalisation
What effect does globalisation have on national identity and national
pride? In the introduction I mentioned briefly it could be expected
that in an age of globalisation and converging cultures that the nation
state would lose its relevance. Torgler (2008) finds positive externali-
ties of trust extending from the national level to the international level,
that is, if people trust their own government they are more likely to
trust international institutions. Furthermore, Benno Torgler & Marco
Piatti (2013) explore the implications of globalisation and corruption,
and the link with accumulation of “super fortunes”. It could be that
high levels of extraordinary wealth concentrated among the select few
could lead to an increase in inequality which might affect national
pride. Thus, this relationship also requires investigation.
7.1.16 Conditional cooperation
People see that others are waving flags, paying taxes, going to war,
spending in a recession, supporting the troops overseas, cheering on
national sporting teams – in short, others are discharging their pa-
triotic duty. This conditional cooperation and expectation of future
reciprocity sets up the conditions for cooperation to evolve. An em-
pirical study by Frey and Torgler (2007) examined tax compliance,
bringing considerations of conditional cooperation as a determinant
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of the likelihood of paying tax, finding that social interactions were
an important factor in the willingness to pay taxes. Such social inter-
actions and conditional cooperation could be linked to the previous
discussion, in that greater levels of inequality may reduce the sense of
cohesion within a society and reduce the willingness of its members
to cooperate with one another.
7.2 conclusions
The work conducted in this thesis has attempted to contribute to a
very difficult and complex area of study, where concepts are poorly
defined, the empirical analyses can only capture parts of the relation-
ships, and such conclusions as can be drawn open up more questions
than they answer. The efforts outlined in these chapters are offered
as a starting point to what will be an ongoing research agenda, the
first steps of which were discussed in the previous section (7.1). In
spite of these caveats on the research, as outlined in the previous
chapter, I have successfully addressed gaps in the existing literature
regarding the influence of national pride, particularly with respect to
compliance behaviour; prejudice or exclusion; priming and tax hon-
esty; and loyalty and behaviour. These first insights are important,
due to the ubiquity of national pride, patriotism, and national iden-
tity, leaving little doubt that national pride is a significant element of
personal, social, and cultural life. The studies presented in this thesis
are also important because although these relationships might be ob-
vious intuitively and anecdotally, they are underexplored empirically
and quantitatively.
While previous literature has implemented national pride as a con-
trol variable in tax compliance research, to the best of my knowledge,
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the work presented in Chapter 3 is the first comprehensive analysis
of the influence of national pride on such a range of compliance and
prejudice or exclusion factors. This empirical study was rather ex-
ploratory, covering a large set of dependent variables in order to get
a good overview of the topic and to identify any patterns with respect
to compliance and prejudice. The study implemented a large, interna-
tional dataset comprised of a wide set of variables at both the micro
and the macro level. Such a dataset allowed the analysis of individ-
ual attitudinal questions as well as the ability to control for broader
country-specific institutional and cultural factors. Again, to the best
of my knowledge, this is the first study of its kind, contributing to the
literature by providing a comprehensive analysis of the relationship
between national pride and the dependent variables, while control-
ling for macro level economic, institutional, and population related
factors. The study identifies specific behaviours and attitudes that are
most strongly affected by increases in national pride, which is a novel
contribution to a literature that so far has focused on country-specific
analyses or individual level analyses of psychological correlates, and
not on the broader questions in a cross-country analysis.
The results indicate that national pride has a positive, stable, and
significant influence on the willingness to comply with rules – both
with norms, and with formal laws. This is the first key finding of
the thesis. There is evidence that national pride affects the willing-
ness to contribute either directly or indirectly to the contribution of
public goods through the willingness to serve the country in war,
through membership in charitable organisations, and through pay-
ment of taxes. The research in this chapter has also indicated that
there is evidence for chauvinism generated by a national pride that
leads to exclusionary attitudes towards those in an ‘outgroup’. This
is the second key finding of the thesis. Overall, the results of this
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chapter provide the big picture with respect to compliance and prej-
udice, but it is a picture that suffers from problems with causality.
For example, there may be a potential selection bias as people who
value compliance and respect for rules could have a high level of na-
tional pride if they live in a country where a greater proportion of the
population abides by the rules. In addition, survey participants who
respond with high levels of national pride may be doing so in order
to fulfil some ideal of what it means to be a ‘good citizen’, and their
responses on compliance questions may be due to the same ideal.
Furthermore, the chapter suffers from the same causality issues as
the other empirical studies: I rely on the measurement and communi-
cation of a socially constructed concept of national pride with respect
to national identity, but it could be that stronger pride increases the
strength of national identity in a complex relationship with feedback
loops that are not accounted for in this analysis. As discussed in
Chapter 3, due to different norms of expression, rejecting certain peo-
ple as neighbours may also be part of being a good citizen. These is-
sues will be interesting topics for future research. In order to counter
some of the causality problems in the current study, national pride is
examined using a range of empirical tools, one of which is an exper-
iment on tax compliance. One of the specific compliance questions
was selected (tax compliance) due to its strong empirical relationship
with national pride and because there is a strong existing literature
and existing protocols for tax compliance experiments.
By narrowing down the analysis to the key issue of tax compliance,
Chapter 4 digs deeper into the issues in order to address and handle
the issue of causality through the conduct of a tax compliance labora-
tory experiment while measuring heart rate variability during a psy-
chological priming trigger. The physiological measurements taken
during the priming videos provide a glimpse into the kind of neu-
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rological processes that may occur when national pride is activated,
encouraging increased compliance in a tax-paying scenario. To the
best of my knowledge, this is the first time that heart rate variability
(HRV) has been combined with psychological framing in a tax compli-
ance experiment. Using the HRV provides a potential physiological
marker of national pride, permitting objective measurement of an in-
ternal emotional experience. The results of this analysis indicate that
the participants who were Australian citizens and who were ‘relaxed’
by the icon treatment video were significantly more compliant in pay-
ing their taxes than were non-Australians in the same treatment. The
results also indicate that Australians who were ‘excited’ by the sports
framing video were more compliant in paying their taxes than were
non-Australians. These outcomes suggest that there is a significant
priming effect of national pride, which is the third key finding of the
thesis.
The experiment approximated reality as much as possible, requir-
ing a real effort task in order to earn money, and in most sessions,
informed the participants that their taxes were being paid directly to
the ATO. To the best of my knowledge, it is the first time the ATO
condition has been used in a tax compliance experiment. These were
important elements of the experimental protocol as it helped to main-
tain social distance from the experimenter and meant there was a
better chance the participants would act in the same way as when
they were actually paying their taxes. The post-experiment question-
naire was able to relate intention or self reported attitudes with actual
behaviour, as those participants who reported high tax morale (using
the same tax morale as used in Chapter 3) were also the most com-
pliant in their tax paying behaviour during the experiment. Using
tools of neuroscience and neuroeconomics to measure HRV during
the priming trigger allows an important connection to be made be-
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tween physiological experience of patriotism and the regulation of
behaviour as discussed with respect to the work by Porges (2011) on
the polyvagal theory. It combines the brain/body connection into
objectively empirically observable data. The results also provide sup-
port for the hypothesis that national pride can positively influence
the compliance with rules and norms. It also contributes to possi-
ble methods of opening the motive-behaviour black box (discussed
in Chapter 2) by providing objective measurements of physiological
changes in a controlled environment.
The advantage of the laboratory experiment is that establishes a
controlled environment in which the variables of interest can be ma-
nipulated in order to determine the treatment effect as it is supposed
that the difference between the control and the treatment is caused by
the manipulations in the experiment. Furthermore, the laboratory ex-
periment provides physiological measurements of internal processes
while allowing observation of external behaviour in response to a
carefully constructed context – which is close to being able to view
both sides of Simon’s scissors at the same time. While I might not
know exactly what thought processes, what sort of socialisation pro-
cesses, which heuristics, or which decision shortcuts the participants
are utilising, I can observe their physiological reaction to the external
and created environment.
Additional research is necessary into the “mechanics of the human
cognitive unconscious” (Hassin et al. 2007, p. 19760), and the ways
in which our national symbols work to affect decision making, and
subsequently change behaviour. The physiological results of the ex-
periment could reflect the bidirectional relationship between brain
and visceral organs mediated by the processes of the vagal nerve as
discussed by Porges (2011). As the polyvagal theory links the ANS
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to contingent social behaviour, the differences in relaxation levels in
response to the triggers could suggest the process of neuroception
and orienting, which could in turn be related to context dependent
decision making – correct assessment of the situation is critical for
generating the correct response dependent on the context.
As mentioned, one of the advantages of the laboratory experiment
is that it establishes a controlled environment in which the variables
of interest can be manipulated in order to determine the treatment ef-
fect. One of the limitations of this study is that it observed behaviour
in a laboratory over the space of approximately an hour. The natu-
ral experiment situation analysed in Chapter 5 permits observation
of individual behaviour within a period of several years to observe
the outcomes of decision-making in a high-stakes environment, and
allows examination of whether national pride and the loyalty pro-
duced has any effect on the decision to migrate.
After the broader perspective of Chapter 3 and the narrow focus
of Chapter 4, the analysis moved to a behavioural analysis of how
national pride can actually be seen at work. Chapter 5 exploited a
natural experiment setting in order to examine the consequences of
national pride from another perspective. In this case, a sub-sample
of pooled cross-sections from the GSOEP in the years 1990–1995 was
employed to analyse the migration behaviour of East Germans imme-
diately following the fall of the Berlin Wall. The advantage of this
dataset is that it permits analysis of real emigration decisions in re-
sponse to this rapid change of identity. This is a good complement
to the survey data analysed in Chapter 3 and the short period of
time investigated in the laboratory experiment in Chapter 4. Thus
the individuals studied are not making strategic choices or temporar-
ily pretending to be good citizens, they are making real life choices
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that can be objectively measured through analysis of the sub-sample
of the dataset. The results found that when the borders of the ‘na-
tion’ suddenly shift, loyalty to the old identity can take considerably
longer to change. The need to belong and the process of constituting
the personal identity via socialisation induces a level of belonging to
a certain national identity (as one form of a group identity). This can
naturally produce loyalty to that identity, particularly if the identity
seems to be under threat from an outside force. The empirical work
in Chapter 5 explored the possibility of a loyalty effect in changing
the outmigration decisions of East Germans after the fall of the Berlin
Wall, finding there is some evidence for this. Thus, there is evidence
of a loyalty effect to the ingroup when faced with a dramatic external
change to identity. This is the fourth main finding of the thesis. While
there are several existing studies on migration after the reunification
of Germany, to the best of my knowledge this is the first time that
the possibility of a loyalty effect due to national identity or national
pride has been implemented in the analysis.
These observations were made using a multi-pronged empirical
approach: analysing a large cross-country dataset, conducting a local-
level laboratory experiment in Australia, and by examining data on
a phenomenon that has the characteristics of a natural experiment.
In such a multi-pronged approach, the unique advantages of each
procedure or methodology may be captured, and each may comple-
ment the other, providing useful first insights into the relationships
between national pride and a range of factors.
The area of national pride is relatively unexplored at present, hence
(as previously mentioned), the studies collected here might be con-
sidered rudimentary and somewhat simplistic. However, given the
relative incipience of this area of study, the marginal value of new
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contributions to the field are thus quite high, as Associate Professor
Vai-Lam Mui wrote to me via email when I first started this topic:
”...it is better that one does an imperfect job on an important and
difficult question than doing a “perfect” job on an unimportant and
well-studied question... If one works on difficult and cutting edge
questions, it is more likely that there will be shortcomings in the pa-
per compared to the “final answer” that the profession would want.
On the other hand, if one works on a well-established question, then
it is a lot easier to have less shortcomings. Hence, one must not just
look at how far away the work is from the “final answer”, but instead
look at the marginal contribution of the work.”
It is hoped that the contributions of the empirical chapters are
somewhat valuable, despite their shortcomings. Taken together, they
tell a story about a difficult topic that is of considerable importance
in modern life. As national pride both taps into and arises from the
basic human psychological need to belong (which is related to our
physiological survival in groups), this tool is a powerful instrument
in the hands of any policy maker (or advertiser). It can be manipu-
lated in many ways, including for cynical or naı¨ve reasons, and the
results obtained in this thesis indicate that that although manipula-
tion might be effective, there is a downside risk that should not be
ignored.
In conclusion, national pride is a complex phenomenon that re-
quires complex theory (and perhaps not just one theory) in order to
fully understand the dynamic processes that underlie the creation,
experience, and influence of this concept. During the candidature, I
hoped for one grand theory that accounted for all the dynamics of
this topic, allowing a neat, coherent scientific process with respect to
building and testing hypotheses in a formulaic manner. However, I
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now hold on to a sentiment attributed to Simon, that “theories ex-
plain little without an empirically based model of human behaviour”
(Nielsen 2010, p. 7). Simon, Egidi & Marris (1992) provide further
encouragement with the suggestion that it is important to work from
the results obtained by laboratories, cognitive science, and other be-
havioural disciplines.
This is not to say that from a philosophical or epistemological point
of view we should all become positivists: rather, it is possible that
knowledge is emergent. As the agent searches, the search changes
the environment, and the production of knowledge alters the external
and internal environment, so neither the agent nor its environment
remain the same1. With this possibility in mind, I humbly conclude
this stage of my search for and production of knowledge with the
hope that most of its emergent properties are positive.
1 Thanks for this thought is owed to a discussion with Shabnam Mousavi in Berlin
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A Nation’s Strength
Ralph Waldo Emerson (1904)
What makes a nation’s pillars high
And its foundations strong?
What makes it mighty to defy
The foes that round it throng?
It is not gold. Its kingdoms grand
Go down in battle shock;
Its shafts are laid on sinking sand,
Not on abiding rock.
Is it the sword? Ask the red dust
Of empires passed away;
The blood has turned their stones to rust,
Their glory to decay.
And is it pride?
Ah, that bright crown
Has seemed to nations sweet;
But God has struck its luster down
In ashes at his feet.
Not gold but only men can make
A people great and strong;
Men who for truth and honor’s sake
Stand fast and suffer long.
Brave men who work while others sleep,
Who dare while others fly...
They build a nation’s pillars deep
And lift them to the sky.
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Figure 18.: Histograms of compliance related dependent variables
Note: Histograms of variables before recoding to 0/1 for probit analysis
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Figure 19.: Histograms of environment related dependent variables
Note: Histograms of variables before recoding to 0/1 for probit analysis
347
chapter 3
Figure 20.: Histograms of membership related dependent variables
Note: Histograms of variables before recoding to 0/1 for probit analysis
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Figure 21.: Histograms of neighbour related dependent variables
Note: Histograms of variables before recoding to 0/1 for probit analysis
349
chapter 3
Table 18.: Summary table 1
(1) (2) (3) (4) (5)
Compliance
Benefit morale 0.154*** 0.134*** 0.128*** 0.129*** 0.121***
0.058 0.049 0.044 0.045 0.044
(10.37) (9.15) (12.07) (12.51) (7.34)
Bribe morale 0.175*** 0.153*** 0.130*** 0.130*** 0.138***
0.056 0.048 0.038 0.038 0.043
(9.83) (8.77) (9.22) (9.03) (7.48)
Drunk driving morale 0.192*** 0.177*** 0.142*** 0.144*** 0.145***
0.056 0.050 0.039 0.039 0.040
(12.21) (9.52) (10.36) (10.27) (8.83)
Littering morale 0.156*** 0.138*** 0.116*** 0.118*** 0.119***
0.053 0.047 0.038 0.039 0.039
(7.78) (5.84) (7.03) (7.04) (5.64)
Willingness to go to
war
0.348*** 0.382*** 0.363*** 0.352*** 0.340***
0.103 0.109 0.094 0.091 0.094
(12.67) (12.59) (16.43) (16.21) (14.41)
Environmental actions
Bought household
products
-0.011 0.034 0.062*** 0.056*** 0.018
-0.004 0.013 0.020 0.019 0.006
(-0.17) (0.59) (5.06) (4.29) (0.63)
Contributed to env org 0.037 0.066* 0.010 0.003 0.025
0.008 0.015 0.002 0.001 0.006
(1.06) (1.90) (0.39) (0.10) (1.01)
Attend meeting, signed
petition
-0.061 -0.029 -0.045* -0.054* -0.081**
-0.013 -0.006 -0.010 -0.011 -0.017
(-1.25) (-0.60) (-1.66) (-1.91) (-2.23)
Recycle -0.012 0.041 0.056*** 0.054*** 0.039*
-0.004 0.015 0.018 0.017 0.012
(-0.20) (0.73) (3.80) (3.36) (1.75)
Reduce water con-
sumption
0.049 0.073** 0.082*** 0.078*** 0.054*
0.019 0.028 0.030 0.028 0.021
(1.38) (2.16) (4.81) (4.24) (1.75)
continued next page...
Note: This table provides an overview of the relationship between national pride and
each dependent variable listed in the left column. The specifications (1) to (5) are
the same specifications used in tables 6 and 7 on tax morale. Only three statistics
from each regression on each dependent variable are reported: the coefficient on
national pride, the marginal effects, and the z-statistic (in parentheses). These three
statistics are reported for each one of the five regressions. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries.
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Table 19.: Summary table 2
(1) (2) (3) (4) (5)
Active/inactive mem-
bership
Art, music -0.045 -0.014 -0.017 -0.024 -0.040
-0.007 -0.002 -0.003 -0.004 -0.007
(-1.60) (-0.40) (-0.63) (-0.93) (-1.42)
Charitable 0.042 0.061* 0.051*** 0.051*** 0.045**
0.005 0.007 0.006 0.006 0.005
(1.61) (1.80) (2.66) (2.63) (2.21)
Church 0.073** 0.059* 0.048*** 0.045*** 0.023
0.015 0.012 0.009 0.009 0.004
(2.33) (1.74) (2.89) (2.77) (1.18)
Environment -0.012 -0.004 -0.030 -0.036 -0.042
-0.001 -0.000 -0.002 -0.003 -0.003
(-0.30) (-0.09) (-0.62) (-0.76) (-0.90)
Labour 0.008 0.017 -0.005 -0.005 -0.014
0.001 0.002 -0.001 -0.001 -0.002
(0.27) (0.49) (-0.18) (-0.15) (-0.42)
Other 0.047 0.062 0.033 0.035 0.039
0.005 0.007 0.004 0.004 0.004
(1.19) (1.54) (1.48) (1.53) (1.45)
Political 0.060** 0.058 -0.006 -0.028 -0.014
0.006 0.006 -0.001 -0.003 -0.001
(2.05) (1.64) (-0.19) (-0.99) (-0.46)
Professional -0.005 0.028 -0.009 -0.016 -0.020
-0.001 0.003 -0.001 -0.002 -0.002
(-0.20) (0.82) (-0.28) (-0.51) (-0.61)
Sport 0.011 0.039 0.067** 0.063** 0.024
0.002 0.008 0.013 0.012 0.005
(0.23) (0.77) (2.20) (2.07) (0.63)
Don’t like as neigh-
bours
Drug addicts 0.031 0.024 0.068*** 0.071*** 0.058**
0.011 0.008 0.021 0.022 0.019
(1.13) (0.87) (6.12) (6.07) (2.39)
People with AIDS 0.058* 0.037 0.061*** 0.065*** 0.052**
0.020 0.012 0.018 0.019 0.016
(1.94) (1.12) (4.93) (5.26) (2.34)
continued next page...
Note: This table provides an overview of the relationship between national pride and
each dependent variable listed in the left column. The specifications (1) to (5) are
the same specifications used in tables 6 and 7 on tax morale. Only three statistics
from each regression on each dependent variable are reported: the coefficient on
national pride, the marginal effects, and the z-statistic (in parentheses). These three
statistics are reported for each one of the five regressions. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries.
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Table 20.: Summary table 3
continued...
(1) (2) (3) (4) (5)
Don’t like as neigh-
bours
Christians 0.163*** 0.113*** 0.122*** 0.116*** 0.116***
0.046 0.031 0.034 0.032 0.032
(3.80) (3.73) (4.60) (6.23) (6.23)
Muslims 0.029 0.016 0.041** 0.049*** 0.020
0.008 0.004 0.011 0.012 0.005
(1.25) (0.65) (2.09) (2.58) (1.08)
People with criminal
record
0.068** 0.057* 0.059*** 0.056*** 0.059***
0.026 0.021 0.019 0.019 0.021
(2.44) (1.81) (5.58) (5.45) (3.25)
People of a different re-
ligion
0.105*** 0.084*** 0.088*** 0.090*** 0.080***
0.033 0.027 0.027 0.028 0.025
(3.79) (2.89) (3.90) (3.53) (2.89)
Emotionally unstable
people
-0.006 -0.007 0.007 0.011 0.010
-0.002 -0.003 0.002 0.004 0.004
(-0.28) (-0.33) (0.65) (1.04) (0.52)
Homosexuals 0.075** 0.058* 0.106*** 0.111*** 0.084***
0.028 0.021 0.032 0.033 0.027
(2.27) (1.66) (7.22) (7.65) (3.48)
Immigrants or foreign
workers
0.046** 0.039* 0.055*** 0.057*** 0.029*
0.011 0.009 0.013 0.013 0.007
(2.23) (1.84) (3.37) (3.41) (1.69)
Left wing extremists 0.006 -0.015 0.049*** 0.055*** 0.048***
0.002 -0.005 0.016 0.018 0.016
(0.27) (-0.66) (3.16) (3.54) (2.78)
Right wing extremists -0.069* -0.107** -0.042** -0.041** -0.033
-0.025 -0.038 -0.014 -0.014 -0.011
(-1.71) (-2.42) (-2.51) (-2.43) (-1.64)
Political extremists 0.012 0.014 0.023 0.025 -0.008
0.004 0.005 0.008 0.009 -0.003
(0.39) (0.47) (1.25) (1.34) (-0.30)
People of different race 0.076*** 0.058** 0.044** 0.040** 0.028
0.016 0.013 0.009 0.008 0.006
(3.68) (2.46) (2.52) (2.29) (1.53)
continued...
Note: This table provides an overview of the relationship between national pride and
each dependent variable listed in the left column. The specifications (1) to (5) are
the same specifications used in tables 6 and 7 on tax morale. Only three statistics
from each regression on each dependent variable are reported: the coefficient on
national pride, the marginal effects, and the z-statistic (in parentheses). These three
statistics are reported for each one of the five regressions. The symbols *, **, ***
represent statistical significance at the 10%, 5% and 1% levels, respectively. Robust
standard errors, cluster over countries.
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Table 21.: Summary statistics
Variable Obs Mean Std. Dev.
National Pride 470976 3.41 .76
Tax Morale 462797 8.68 2.23
Benefit Morale 463885 8.6 2.31
Social Norms Against Bribing 478625 9.23 1.72
Social Norms Against Littering 95337 9.21 1.61
Social Norms Against Drunk Driving 99469 9.45 1.39
Are you willing to fight for country 326417 .74 .43
Environmental action: chosen products that are better for enviro 53594 .47 .5
Environmental action: recycle 54942 .47 .5
Environmental action: reduce water consumption 60511 .51 .5
Environmental action: attend meeting, signed petition 61317 .13 .34
Environmental action: contributed to environmental organization 61162 .14 .35
Active/Inactive membership of church or religious organization 233282 .54 .78
Active/Inactive membership of sport or recreation 223585 .37 .7
Active/Inactive membership of art, music, educational 232377 .26 .61
Active/Inactive membership of labour unions 234059 .22 .52
Active/Inactive membership of political party 234230 .19 .49
Active/Inactive membership of environmental organization 233848 .14 .44
Active/Inactive membership of professional organization 233814 .19 .52
Active/Inactive membership of charitable/humanitarian organizati 233940 .21 .55
Active/Inactive membership of any other organization 188007 .15 .46
Don’t like as neighbours: people with criminal record 331383 .55 .5
Don’t like as neighbours: people of different race 466921 .16 .37
Don’t like as neighbours: emotionally unstable people 324621 .41 .49
Don’t like as neighbours: Muslims 209609 .2 .4
Don’t like as neighbours: immigrants/foreign workers 464406 .19 .39
Don’t like as neighbours: people with AIDS 436540 .41 .49
Don’t like as neighbours: drug addicts 436569 .74 .44
Don’t like as neighbours: homosexuals 430225 .47 .5
Don’t like as neighbours: People of a different religion 188417 .2 .4
Don’t like as neighbours: Political Extremists 87166 .46 .5
Don’t like as neighbours: Christians 75984 .15 .36
Don’t like as neighbours: left wing extremists 161052 .31 .46
Don’t like as neighbours: right wing extremists 175960 .34 .47
Note: continued over page
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Table 22.: Summary statistics
Variable Obs Mean Std. Dev.
Age 13 to 29 496856 .28 .45
Age 40 to 49 496856 .18 .38
Age 50 to 59 496856 .14 .35
Age 60 to 69 496856 .11 .31
Age 70+ 496856 .08 .28
Sex respondent 492052 .53 .5
Inadequately completed elementary education 466768 .06 .24
Completed (compulsory) elementary education 466768 .12 .32
Incomplete secondary school: technical/ 466768 .08 .27
Complete secondary school: technical/vo 466768 .14 .35
Incomplete secondary: university-prepar 466768 .08 .28
Complete secondary: university-preparation 466768 .16 .37
Some university without degree/Higher education 466768 .08 .26
University with degree/Higher education 466768 .12 .33
Full time 486183 .37 .48
Part time 486183 .08 .26
Self employed 486183 .09 .29
Retired 486183 .15 .35
Housewife 486183 .14 .34
Students 486183 .07 .26
Unemployed 486183 .08 .28
Other 486183 .02 .13
Married 492031 .63 .48
Divorced 492031 .04 .2
Separated 492031 .02 .13
Widowed 492031 .07 .26
Never Married 492031 .24 .43
How much confidence in: parliament 453219 2.31 .9
Rule of law 478257 .33 1.01
Total Fractionalisation 461676 1.11 .56
GDP growth (annual %) 474646 3.59 5.46
GDP per capita (current US$) 478971 14098.02 17013.36
Openness of economy export+import/gdp, in % 478248 75.5 48.86
Urban population (% of total) 485936 65.95 17.87
Population, total 485936 8.09e+07 2.06e+08
Population growth (annual %) 485936 .84 1.13
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Introduction	  
Thank	  you	  for	  participating	  in	  this	  experiment.	  The	  purpose	  of	  the	  experiment	  is	  to	  study	  how	  
people	  make	  decisions.	  If	  you	  have	  any	  questions	  at	  any	  time,	  please	  raise	  your	  hand.	  Please	  do	  not	  
speak	  to	  other	  participants	  during	  the	  experiment	  and	  please	  turn	  off	  your	  mobile	  phone	  now.	  We	  
also	  ask	  you	  not	  to	  reveal	  any	  details	  about	  the	  experiment	  after	  you	  have	  participated.	  
	  
You	  will	  receive	  $5	  for	  arriving	  on	  time.	  Depending	  on	  your	  decisions	  during	  the	  experiment,	  you	  will	  
receive	  an	  additional	  amount.	  At	  the	  end	  of	  the	  experiment,	  you	  can	  privately	  collect	  the	  final	  
amount	  in	  cash	  in	  a	  sealed	  envelope	  from	  the	  Economics	  and	  Finance	  front	  office	  (in	  room	  Z804).	  	  
	  
You	  are	  free	  to	  leave	  the	  experiment	  at	  any	  point.	  If	  you	  have	  any	  concerns	  or	  queries	  at	  all	  please	  
raise	  your	  hand	  and	  an	  experiment	  administrator	  will	  assist	  you.	  	  
	  
Information:	  
This	  is	  an	  experiment	  in	  the	  economics	  of	  tax	  declaration.	  The	  experiment	  will	  consist	  of	  20	  rounds.	  
Each	  round	  represents	  one	  year	  and	  proceeds	  in	  three	  stages.	  
	  
First	  stage:	  Earn	  your	  income	  
In	  the	  first	  stage	  of	  each	  year	  you	  will	  be	  given	  a	  fixed	  sum	  of	  36	  cents	  (which	  is	  your	  tax	  adjusted	  $5	  
show	  up	  fee	  divided	  across	  the	  20	  years	  of	  the	  experiment).	  You	  will	  earn	  additional	  income	  by	  
solving	  up	  to	  10	  ‘sum	  of	  digit’	  problems.	  The	  sum	  of	  digit	  problem	  requires	  that	  you	  sum	  up	  the	  
individual	  digits	  of	  a	  3-­‐digit	  number,	  e.g.	  for	  the	  problem	  123	  the	  solution	  would	  be	  6=1+2+3.	  You	  
will	  receive	  12	  cents	  for	  each	  correct	  solution	  you	  enter.	  You	  will	  have	  20	  seconds	  to	  answer	  as	  many	  
as	  possible.	  	  
Second	  stage:	  Declare	  your	  income	  
In	  the	  second	  stage	  you	  will	  then	  be	  asked	  to	  declare	  your	  income.	  All	  the	  information	  to	  make	  an	  
informed	  decision	  will	  be	  provided	  on	  the	  screen.	  
Third	  stage:	  Tax	  calculation	  and	  audit	  
In	  the	  third	  and	  last	  stage	  each	  year,	  the	  taxes	  payable	  on	  your	  declared	  income	  will	  be	  deducted	  
from	  your	  income.	  Your	  net	  income	  accumulates	  as	  ‘wealth’.	  In	  this	  stage,	  there	  is	  also	  a	  10%	  chance	  
that	  you	  will	  be	  selected	  for	  audit,	  and	  your	  declared	  income	  will	  be	  checked	  against	  your	  real	  
income	  in	  this	  year.	  If	  there	  is	  a	  discrepancy	  between	  your	  stated	  and	  your	  real	  income,	  a	  fine	  of	  1.5	  
times	  the	  amount	  of	  tax	  you	  owe	  will	  be	  deducted	  from	  your	  income	  this	  year.	  	  
	  
Please	  note	  that	  all	  taxes	  and	  fines	  collected	  during	  this	  experiment	  will	  be	  paid	  directly	  to	  the	  
Australian	  Tax	  Office	  (ATO).	  	  
Figure 22.: Instructions
Note: ATO version
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PARTICIPANT	  INFORMATION	  FOR	  QUT	  RESEARCH	  PROJECT	  
–	  Economic	  Experiment	  –	  
Experimental	  Investigation	  of	  Incentivised	  Decision-­‐Making	  
QUT	  Ethics	  Approval	  Number	  1300000142	  
DESCRIPTION	  
This	  study	  investigates	  human	  behavior	  in	  the	  presence	  of	  incentives.	  	  The	  experimenters	  are	  testing	  theories	  involving	  incentives	  
in	  order	  to	  better	  understand	  how	  individuals	  make	  decisions	  as	  individuals	  and	  in	  groups.	  This	  research	  is	  important	  to	  increase	  
our	  understanding	  about	  how	  people	  make	  day	  to	  day	  decisions	  and	  in	  turn	  can	  help	  to	  shape	  public	  policy	  on	  important	  issues	  
such	  as	  superannuation,	  insurance,	  etc.	  
	  
In	  this	  study,	  you	  will	  participate	  in	  one	  or	  more	  decision-­‐making	  scenarios,	  or	  “experiments.”	  	  In	  each	  experiment,	  you	  will	  make	  a	  
series	  of	  choices.	  Your	  payoff	  will	  be	  affected	  by	  your	  own	  choices	  as	  well	  as	  the	  choices	  of	  other	  participants	  in	  the	  experiment.	  In	  
addition	  to	  your	  behavior	  in	  the	  experiment	  we	  will	  also	  record	  your	  heart	  rate	  during	  this	  experiment,	  please	  refer	  to	  the	  sheet	  
“Information	  about	  the	  heart	  rate	  monitor	  devices”	  for	  details.	  
	  
You	  were	   selected	   as	   a	   possible	  participant	   in	   this	   study	   as	   you	  have	   indicated	   that	   you	  wished	   to	  be	  part	   of	   an	   experimental	  
participant	   pool	   within	   Queensland	   University	   of	   Technology	   (QUT),	   in	   which	   case	   you	   accepted	   an	   emailed	   invitation	   to	  
participate.	  
	  
If	  any	  of	  the	  following	  apply,	  you	  are	  not	  eligible	  to	  participate	  in	  today's	  session:	  
 You	  are	  under	  17	  years	  of	  age.	  
 You	   are	   in	   a	   position	   of	   authority	   over	   or	   authority	   under	   one	   of	   the	   experimenters	   in	   this	   session	   (e.g.,	   an	  
employer/supervisor	  or	  an	  employee	  of	  one	  of	  the	  experimenters).	  
 You	  are	  a	  current	  student	  of	  one	  of	  today's	  experimenters.	  
	  
If	  any	  of	  these	  apply	  to	  you,	  please	  inform	  an	  experimenter	  before	  this	  session	  begins.	  
	  
PARTICIPATION	  
Your	  participation	  in	  this	  project	  is	  entirely	  voluntary.	  If	  you	  do	  agree	  to	  participate	  you	  can	  withdraw	  from	  the	  project	  at	  any	  time	  
without	   comment	   or	   penalty.	   If	   you	   withdraw,	   on	   request	   any	   identifiable	   information	   already	   obtained	   from	   you	   will	   be	  
destroyed.	  Your	  decision	  to	  participate	  or	  not	  participate	  will	  in	  no	  way	  impact	  upon	  your	  current	  or	  future	  relationship	  with	  QUT	  
(for	  example	  your	  grades).	  
	  
This	   experiment	   will	   go	   for	   one	   hour.	   There	   are	   0	   follow	   up	   sessions	   that	   you	   will	   be	   required	   to	   attend	   to	   receive	   your	   full	  
payment.	  
	  
Your	  choices	  involve	  a	  set	  of	  monetary	  incentives,	  in	  which	  case	  you	  will	  receive	  a	  monetary	  payment	  based	  on	  the	  outcome	  of	  
your	  decisions.	  	  This	  is	  an	  experiment	  in	  the	  economics	  of	  tax	  declaration.	  The	  experiment	  will	  consist	  of	  20	  rounds.	  Each	  round	  
represents	  one	  year	  and	  proceeds	  in	  three	  stages.	  You	  will	  be	  required	  to	  do	  a	  series	  of	  calculations	  that	  involve	  adding	  together	  3	  
numbers.	  	  
	  
You	  will	   be	  given	  a	  practice	  of	   the	  procedures	   to	  be	  used	   in	   the	  experiment	  and	   if	   you	  have	  any	  questions	  during	   this	   time	  or	  
during	  the	  experiment	  itself,	  please	  raise	  your	  hand	  and	  a	  researcher	  will	  come	  to	  assist	  you.	  
EXPECTED	  BENEFITS	  
There	  are	  no	  anticipated	  direct	  benefits	  for	  you	  from	  participation	  in	  this	  study.	  However	  you	  will	  receive	  a	  payment	  consisting	  of	  
two	  parts:	  
1. The	  show-­‐up	  payment	  (usually	  $5),	  which	  is	  a	  flat	  amount	  of	  $5	  given	  to	  everyone	  in	  this	  session. 
2. The	  performance	  payment,	  which	  you	  will	  earn	  based	  on	  your	  particular	  performance	  in	  this	  session	  (and	  which	  could	  be	  
as	  low	  as	  $0	  and	  also	  could	  contain	  an	  additional	  flat	  amount).	   
 
In	  summary,	  you	  will	  not	  earn	  less	  than	  $	  5,	  and	  you	  may	  earn	  additional	  money	  through	  your	  performance	  in	  today's	  
experiments.	  	  You	  will	  receive	  your	  total	  payment	  (i.e.,	  the	  show-­‐up	  payment	  plus	  the	  performance	  payment)	  in	  cash	  at	  the	  end	  of	  
today's	  session.	   
	  
RISKS	  
There	  are	  no	  risks	  beyond	  normal	  day-­‐to-­‐day	  living	  associated	  with	  your	  participation	  in	  this	  project.	  
	  
	  
	  
	  
Figure 23.: Consent form
Note: Consent form
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Information about the heart rate
monitor devices
The heart rate monitor devices used in this experiment
provide accurate measurements about the heart’s ac-
tivity, which can be used to create an electrocardio-
gram (ECG). The device is completely non-intrusive,
small in size, and provides very high resolution data
recording. It is connected to the chest with three elec-
trode pads which have adhesive backings for easy ap-
plication and a moist center to allow for good conduc-
tivity. The ECGs produced by these devices will be
used in this experiment to study the physiological re-
actions participants have to different situations. Pre-
vious research has shown that it can also be used to
infer information about mental processes.
1 What data is recorded?
Data are recorded by measuring the electrical impulses
emitted when the heart contracts. The device can also
detect respiration rates, using the same mechanism.
This is done at a very high frequency of 750 Hz, to
guarantee a good signal. Figure 1 shows an example
what the recorded data looks like.
Figure 1: ECG data.
2 Application of the electrodes
For the device to work properly, the electrodes have to
be attached exactly as depicted in Figure 2.
• The red cable is to be attached to an electrode
placed in the middle of your collar bones.
• The black cable is to be attached to an electrode
to the sternum,in the middle of your chest.
• The green cable is to be attached to an electrode
one finger space under your left breast.
For men: Strong hair growth might interfere with
measurement or electrode removal.
For women: Please do not apply lotions to skin in
places where the electrodes are attached.
Once the experiment is completed the electrodes can
be peeled off, and any residual adhesive can be removed
from the skin with an alcohol pad.
Figure 2: How to apply the electrodes.
3 How does the device work?
The device is small and can be carried in a pocket,
placed on the desk at your cubicle, or carried in a belt
case. It is operated with two buttons. Press and hold
the upperr button for a few seconds to turn the device
on. Hold both buttons down for several seconds to
turn the device off. The device screen will flash the
power symbol, indicating the device has been turned
on appropriately.
Check the positioning of the electrodes and to ensure
that the colour of the cables is as laid out in Figure 2.
Figure 3: Holter Medilog Digital ECG Recorder AR4
and AR12.
Figure 24.: Attach HRV monitor
Note: Instructions on attaching HRV monitor
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Information about the heart rate
monitor devices
The heart rate monitor devices used in this experiment
provide accurate measurements about the heart’s ac-
tivity, which can be used to create an electrocardio-
gram (ECG). The device is completely non-intrusive,
small in size, and provides very high resolution data
recording. It is connected to the chest with three elec-
trode pads which have adhesive backings for easy ap-
plication and a moist center to allow for good conduc-
tivity. The ECGs produced by these devices will be
used in this experiment to study the physiological re-
actions participants have to different situations. Pre-
vious research has shown that it can also be used to
infer information about mental processes.
1 What data is recorded?
Data are recorded by measuring the electrical impulses
emitted when the heart contracts. The device can also
detect respiration rates, using the same mechanism.
This is done at a very high frequency of 4096 Hz, to
guarantee a good signal. Figure 1 shows an example
what the recorded data looks like.
Figure 1: ECG data.
2 Application of the electrodes
For the device to work properly, the electrodes have to
be attached exactly as depicted in Figure 2.
• The red cable is to be attached to an electrode
placed near your heart, two fingers below your left
breast.
• The black cable is to be attached to an electrode
directly under the collarbone.
• The green cable is to be attached to an electrode
three fingers under your right breast.
For men: Strong hair growth might interfere with
measurement or electrode removal.
For women: Please do not apply lotions to skin in
places where the electrodes are attached.
Once the experiment is completed the electrodes can
be peeled off, and any residual adhesive can be removed
from the skin with an alcohol pad.
Figure 2: How to apply the electrodes.
3 How does the device work?
The device is small and can be carried in the pocket,
placed on the desk at your cubicle, or carried in a belt
case. It is operated with a single button. Press and
hold the button for a few seconds to turn the device
on or off. An orange light will indicate that the device
is starting up. Once the initialization is completed,
a green light will flash to indicate that the device is
working properly. If the orange light persists, this is
a sign that the device is not functioning as designed.
Check the positioning of the electrodes and to ensure
that the colour of the cables is as laid out in Figure 2.
4 How to use the device
While you fill out the questionnaire, please firmly press
the button of the device every time you encounter a
post-it note. Remove the post-it note when you press
the button.
Figure 3: Holter Medilog Digital ECG Recorder AR4
and AR12.
Figure 25.: Attaching HRV monitor
Note: Instructions on attaching HRV monitor
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Figure 26.: Questionnaire first screen
Note: Questionnaire first screen
Figure 27.: First screen of questionnaire for those born in Australia
Note: First screen of questionnaire for those born in Australia
Figure 28.: Second screen of questionnaire for those born in Australia
Note: Second screen of questionnaire for those born in Australia
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Figure 29.: First screen of questionnaire for those born overseas
Note: First screen of questionnaire for those born overseas
Figure 30.: Second screen of questionnaire for those born overseas
Note: Second screen of questionnaire for those born overseas
Figure 31.: Third screen of questionnaire for those born overseas
Note: Third screen of questionnaire for those born overseas
361
chapter 4
Figure 32.: Questionnaire for all second screen
Note: Questionnaire for all second screen
Figure 33.: Questionnaire for all third screen
Note: Questionnaire for all third screen
Figure 34.: Questionnaire for all fourth screen
Note: Questionnaire for all fourth screen
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Figure 35.: Questionnaire for all fifth screen
Note: Questionnaire for all fifth screen
Figure 36.: Questionnaire for all final screen
Note: Questionnaire for all final screen
363
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Table 23.: Loyalty and East–West emigration Probit 1
(1) (2)
b/se b/se b/se b/se
age in years -0.01972*** -0.00024*** -0.02303*** -0.00024
(0.00297) (0.00004) (0.00329) (0.00000)
ln household yearly income -0.00825 -0.00010 0.01148 0.00012
(0.00763) (0.00009) (0.01364) .
female 0.04975 0.00062 0.09887 0.00104
(0.03452) (0.00043) (0.05424) .
years of education 0.00335 0.00004 0.00406 0.00004
(0.01065) (0.00013) (0.01105) .
number of children -0.22085*** -0.00273*** -0.15864*** -0.00167
(0.02896) (0.00035) (0.04134) (0.00000)
married 1.29725*** 0.01604*** 2.30047 0.02418
(0.24756) (0.00302) . .
divorced 1.60460*** 0.01984*** 2.64761 0.02783
(0.26379) (0.00321) . .
separated 1.75976*** 0.02175*** 2.72342 0.02863
(0.27680) (0.00336) . .
single 1.27468*** 0.01576*** 2.25546 0.02371
(0.23944) (0.00292) . .
widowed 1.79420*** 0.02218*** 2.90491 0.03053
(0.29142) (0.00357) . .
employed full-time -0.96033*** -0.01187*** 0.21477 0.00226
(0.10401) (0.00126) (0.11917) .
employed part-time -1.24490*** -0.01539*** -0.09454 -0.00099
(0.15088) (0.00184) (0.16373) (0.00000)
unemployed -0.97101*** -0.01200*** 0.19615 0.00206
(0.10198) (0.00124) (0.11933) .
disability 0.22170 0.00274 0.27897* 0.00293
(0.12327) (0.00152) (0.12734) .
health 0.23998*** 0.00297*** 0.21446*** 0.00225
(0.01705) (0.00020) (0.02027) .
Participate In Local Politics 0.07955 0.00084
(0.07164) .
Political Interests -0.06620 -0.00070
(0.03838) (0.00000)
N 102880 102880 51647 51647
R-squared
Adjusted R-squared
Probit specification: Never married, not in labour force as reference groups
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Table 24.: Loyalty and East–West emigration Probit 2
(3) (4)
b/se b/se b/se b/se
age in years -0.02472*** -0.00043*** -0.02472*** -0.00043***
(0.00343) (0.00006) (0.00343) (0.00006)
ln household yearly income 0.01160 0.00020 0.01160 0.00020
(0.01626) (0.00028) (0.01626) (0.00028)
female 0.10264 0.00177 0.10264 0.00177
(0.05785) (0.00100) (0.05785) (0.00100)
years of education 0.00998 0.00017 0.00998 0.00017
(0.01198) (0.00021) (0.01198) (0.00021)
number of children -0.17161*** -0.00297*** -0.17161*** -0.00297***
(0.04421) (0.00078) (0.04421) (0.00078)
married -0.62940*** -0.01088*** -0.62940*** -0.01088***
(0.14329) (0.00257) (0.14329) (0.00257)
divorced -0.25663 -0.00444 -0.25663 -0.00444
(0.16708) (0.00290) (0.16708) (0.00290)
separated -0.19653 -0.00340 -0.19653 -0.00340
(0.20481) (0.00355) (0.20481) (0.00355)
single -0.66324*** -0.01147*** -0.66324*** -0.01147***
(0.16975) (0.00300) (0.16975) (0.00300)
employed full-time 0.22880 0.00396 0.22880 0.00396
(0.12552) (0.00218) (0.12552) (0.00218)
employed part-time -0.05967 -0.00103 -0.05967 -0.00103
(0.17206) (0.00298) (0.17206) (0.00298)
unemployed 0.22122 0.00383 0.22122 0.00383
(0.12570) (0.00218) (0.12570) (0.00218)
disability 0.27725* 0.00479* 0.27725* 0.00479*
(0.13429) (0.00234) (0.13429) (0.00234)
health 0.18424*** 0.00319*** 0.18424*** 0.00319***
(0.02402) (0.00045) (0.02402) (0.00045)
Participate In Local Politics 0.03750 0.00065 0.03750 0.00065
(0.07716) (0.00133) (0.07716) (0.00133)
Political Interests -0.06730 -0.00116 -0.06730 -0.00116
(0.03956) (0.00069) (0.03956) (0.00069)
Attend Church -0.02107 -0.00036 -0.02107 -0.00036
(0.03157) (0.00055) (0.03157) (0.00055)
Attend Cultural Events -0.05482 -0.00095 -0.05482 -0.00095
(0.03636) (0.00063) (0.03636) (0.00063)
N 29751 29751 29751 29751
R-squared
Adjusted R-squared
Probit specification: Never married, not in labour force as reference groups
Note: Widowed and Participate in sport events removed as perfectly predict outcome
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Table 25.: Loyalty and East–West emigration Probit 3
(5) (6)
b/se b/se b/se b/se
age in years -0.02879*** -0.00103*** -0.02887*** -0.00103***
(0.00380) (0.00014) (0.00378) (0.00014)
ln household yearly income 0.01695 0.00060 0.01515 0.00054
(0.01917) (0.00068) (0.01872) (0.00067)
female 0.10574 0.00377 0.10292 0.00367
(0.06415) (0.00229) (0.06438) (0.00230)
years of education 0.01752 0.00062 0.01919 0.00068
(0.01324) (0.00047) (0.01334) (0.00048)
number of children -0.19252*** -0.00687*** -0.19158*** -0.00683***
(0.04843) (0.00175) (0.04830) (0.00174)
married -0.68654*** -0.02449*** -0.68976*** -0.02458***
(0.15640) (0.00578) (0.15603) (0.00577)
divorced -0.27033 -0.00964 -0.26471 -0.00943
(0.18305) (0.00656) (0.18310) (0.00655)
separated -0.09314 -0.00332 -0.08255 -0.00294
(0.22830) (0.00815) (0.22886) (0.00816)
single -0.71155*** -0.02538*** -0.70993*** -0.02530***
(0.18585) (0.00676) (0.18548) (0.00674)
employed full-time 0.24839 0.00886 0.24095 0.00859
(0.13855) (0.00496) (0.13829) (0.00495)
employed part-time -0.06474 -0.00231 -0.06798 -0.00242
(0.18773) (0.00670) (0.18855) (0.00672)
unemployed 0.25367 0.00905 0.25438 0.00907
(0.13856) (0.00496) (0.13909) (0.00497)
disability 0.19133 0.00683 0.19156 0.00683
(0.14900) (0.00533) (0.14854) (0.00530)
health 0.09663** 0.00345* 0.08113* 0.00289*
(0.03741) (0.00134) (0.03925) (0.00140)
Participate In Local Politics 0.03138 0.00112 0.03311 0.00118
(0.08347) (0.00298) (0.08316) (0.00296)
Political Interests -0.04509 -0.00161 -0.04682 -0.00167
(0.04207) (0.00150) (0.04237) (0.00151)
Attend Church, etc -0.01634 -0.00058 -0.02231 -0.00080
(0.03469) (0.00124) (0.03487) (0.00124)
Attend Cultural Events -0.05061 -0.00181 -0.05395 -0.00192
(0.03945) (0.00141) (0.03980) (0.00142)
Standard Of Living GDR -0.01468 -0.00052 -0.01601 -0.00057
(0.01456) (0.00052) (0.01449) (0.00052)
Life Satisfaction 0.02403 0.00086
(0.01853) (0.00066)
N 13022 13022 13022 13022
R-squared
Adjusted R-squared
Probit specification: Never married, not in labour force as reference groups
Note: Widowed, Visit sport events Adapting To Change Satisfaction With Area not
reported as perfectly predict outcome
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Table 26.: Summary statistics
Variable Mean Std. Dev. N
age in years 38.15 21.66 571752
ln household yearly income 9.92 2.38 573724
female 0.51 0.5 573724
years of education 10.92 2.52 573724
number of children 0.89 1.12 573724
married 0.47 0.50 573724
divorced 0.05 0.21 573724
separated 0.01 0.11 573724
single 0.42 0.50 573724
widowed 0.05 0.21 573724
employed full-time 0.32 0.47 573724
employed part-time 0.09 0.29 573724
unemployed 0.33 0.47 573724
disability 0.08 0.27 573724
health 2.01 1.83 573724
Participate In Local Politics 0.21 0.68 286918
Political Interests 2.22 0.88 425880
Attend Church, etc 0.60 0.90 245151
Visit Sport Events 0.22 0.63 573724
Attend Cultural Events 0.77 1.04 573724
Adapting To Change 0.02 0.21 573724
Satisfaction With Area 0.72 2.30 573724
Standard Of Living GDR 0.31 1.19 573724
Life Satisfaction 5.29 3.40 573724
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